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A Financial Notebook 








Suez Drain 

Tue Suez crisis has hit sterling at 
its worst phase of seasonal stress; 
and, in the circumstances, its per- 
formance has been fairly reassuring. 
Speculative withdrawals of funds 
were taking place through August 
and early September; but they 
appear to have been markedly smaller 
than during the last phase of large- 
scale bear covering, the two months 
or so preceding Mr Butler’s re- 
assurance about the exchange parity 
at the IMF meeting at Istanbul in 
mid-September, 1955. The gold 
loss of $129 millions this August 
was uncomfortably large, but only a 
moderate portion can have been 
attributable to psychological pres- 
sures. As the table on page 658 
shows, no less than $51 millions 
was paid to the European Payments 
Union in settlement of the gold 
portion of the huge July deficit; a 
further $14) millions was paid as 
Britain’s subscription to the Inter- 
national Finance Corporation and 
$11 millions in insurance claims on 
the Italian liner Andrea Doria sunk 
in July; whilst additional demands 
on the reserves must, at this season, 
have been felt from the trading and 
tourist balance. Excluding the EPU 
and IfC payments and the receipt 
of $4 millions of defence aid, the 
net dollar deficit came out at $68 
millions. Adding the $34 millions 
paid to EPU last month in gold- 
settlement of the August deficit of 
{16 millions, the total ‘ true” 
deficit comes out at $102 millions. 
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This still compares well with the 
corresponding deficits in July, August 
and September of 1955 of $166 
millions, $114 millions and $135 
millions respectively. 


Limited Recovery 


The exchange markets were well 
prepared for the August loss, and 
the adverse pressure on sterling in 
early September may have been 
attributable rather to fears engen- 
dered by the new militancy—strictly 
on the wages front—shown at the 
TUC conference. Moderate official 
support was necessary in the official 
market, but still more in the trans- 
ferable market, which has been bur- 
dened by sales by Middle Eastern 
countries and by China and other 
trading partners of Egypt. In the 
third week of last month, however, 
sterling showed a distinctly firmer 
tendency; the dollar rate rose only 
slightly above its effective support 
point of $2.781, but continental ex- 
changes moved more significantly. 
Particularly encouraging has_ been 
the recovery against the D-mark; 
there are now signs that German 
merchants are covering the commit- 
ments postponed in expectation of 
an upvaluation of the mark—though 
the forward discount on sterling 
against the mark remains disquiet- 
ingly high, at around 2} per cent per 
annum. A further outstanding weak- 
ness is the rate for security sterling, 
which has declined further to $2.60, 
mainly in sympathy with the strength 
of the London premium on dollar 








securities. The $180 millions re- 
ceived from the sale of the Trinidad 
Oil Company by-passed the London 
exchange market, but will be reflected 
in the September statement of the 
reserves. 


Trade Deterioration ? 

The United Kingdom’s gross 
visible trade gap rose from £44 
millions in July to nearly £61 
millions in August, the worst since 
January. ‘The significance of this 
apparent deterioration is, however, 
quite uncertain. ‘The trade returns 
for August are heavily affected by 
holidays; and the fall of nearly £13 
millions in exports is not large by 
standards of recent years (though 
last year August exports were swollen 
by the backlog of the early summer 
dock strike). More disappointing 
this August was the slight increase 
in imports—against the seasonal 
trend. The returns do not appear 
to have reflected even the first effects 
of the Suez diversions, which will, 
however, probably be seen in the 
returns for September. 


Swapping Gilts for Bills 

Hopes raised in the gilt-edged 
market by the resumption of bank 
purchases in July have since found 
only slender justification. The Aug- 
ust make-up statements showed that 
only two banks had increased their 
portfolios perceptibly (Lloyds by a 
second £5 millions and Williams 
Deacons by £1.4 millions), while the 
two big holders of the unconverted 
1954-56 War Bonds that matured on 
make-up day had abstained from 
reinvestment. ‘Thus the Midland’s 
investment portfolio showed the 


spectacular decline of £60 millions, 
and the Westminster’s fell by nearly 
{£22 millions; aggregate portfolios 
of the eleven banks dropped by more 
than twice as much as they had risen 
in July. 


Special sales of ‘Treasury 
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bills to cope with the £167 millions 
maturity apparently included some 
tap bills, and bank holdings rose 
over the four weeks by £119 millions, 
of which no less than £84 millions 
was attributable to the Midland 
(which, however, reduced its com- 
mercial bills by £18 millions). The 


August 15, Change on 


1956 Month Year 
{mn {mn £mn 
Deposits.. 6298.3 60.2 -—107.4 
‘Net’ Dep* 6007.7 19.8 -—146.2 
ot 
Liquid 
Assets 2239.8 (35.6) 93.8 -+-188.3 
Cash . 520.8 (8.3) 12.4 + 5.6 
Call Money 408.9 (6.5) — 18.4 —- 14.8 
Treas Bills 1216.5 (19.3) --119.4 -+206.8 
Other Bills 93.6 (1.5) - 19.6 —- 9,3 
‘é Risk Bd 
Assets 3848.4 (61.1) -— 74.4 —338A 
Investments 1918.1 (30.5) -— 74.9 -—163.9 
Advances, 
etc.{ 1930.3 (30.6) — 0.5 -—174.5 


* Excluding items in course of collection. 

+ Ratio of assets to published deposits. 

t ‘“‘ True”? advances in Great Britain 
totalled {1748.4 mn, including £111.7 mn 


to nationalized industries. 


aggregate liquidity ratio rose only 
moderately, from 34.4 to 35.6 per 
cent, but, as will be seen from our 
usual analysis on page 655, the Mid- 
land’s ratio jumped over 4 full points, 
to 36.8 per cent. 

Despite the absence of any further 
rise in advances, net deposits rose 
by £20 millions, whereas in August, 


1955, they fell by £5 millions. 
Lloyds index, which is adjusted for 
seasonal fluctuations, rose by a 


further 0.4, to 105.2. 


More Light on Advances 


As the August make-up fell two 
days before the start of Exchequer 
advances to the nationalized in- 
dustries (detailed in The Banker last 
month), the stability of the clearing 
banks’ advances total implied a 
further decline in borrowings by the 
private sector. This was confirmed 
by two new series of advances 


























statistics.* The first came from the 
Treasury, which is now publishing 
on the date of release of the combined 
statement of the clearing banks the 
total bank indebtedness, on the 
make-up day, of the seven national- 
ized industries affected by the new 
system of Exchequer finances, and 


YDVANCES TO STATE BOARDS 


({mn) 
Clearing Scottish Total 
Banks Banks 
lune 30 oh 94,2 6.6 100.8 
July 18 .. 98.2 8.7 106.9 
Aug 15 111.7 3.7 123.4 


splitting the total between clearing 
and Scottish banks. The initial 
statement gave comparative figures 
for the two preceding make-up dates 
showing that in the first 18 days of 
July the clearing banks lent an 
additional {4 millions to these 
bodies and in the following four 
weeks {13.5 millions. This belated 
new series will now record merely 
the reduction of the boards’ indebted- 
ness, out of the proceeds of Ex- 
chequer lendings, until it reflects 
only working capital finance, fluctu- 
ations in which will be relatively 
small—and no longer of direct rele- 
vance to the gilt-edged market. 

The other new series is even more 
welcome. ‘The great weakness of 
the so-called advances figures in the 
clearing banks’ make-up and balance- 
sheet statements is that they include 
extraneous items—notably, in nearly 
all banks, the widely fluctuating 
amounts of cheques, etc., in course 
of clearing between branches of the 
same bank, as well as various in- 
ternal accounts. Moreover, they do 

* By odd chance, these improvements 
coincided with publication of a_ careful 
survey of the sources and nature of all the 
principal domestic banking statistics, by 
Mr W. Manning Dacey (Journal of the 
Royal Statistical Society, Part 2, 1956). By 
drawing attention to changes in definition, 

affecting comparability and_ con- 


factors 
tinuity, etc., this survey should be of value 


even to those to whom the sources them- 
selves are already familiar. 
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not conform to any uniform principle 
and reflect, in varying degree, gross 
advances, before deduction of off- 
setting credit balances. For the 
purpose of the quarterly classified 
return published by the British 
Bankers’ Association, a strict defi- 
nition excludes these distortions (and 
also excludes advances made outside 
Great Britain); but both the analysis 
and the totals have hitherto related 
only to the BBA group as a whole. 
Hence the only “ clean ”’ figures of 
advances that were available could 
not be scrutinized beside any com- 
parable figures of deposits and other 
assets—not even by dint of assem- 
bling annual balance sheets, since 
not all BBA members make up their 
accounts on the same day, and only 
the clearing banks issue monthly 
statements. 


Twelve Months of Squeeze 


Now, at last, this frustrating and 
needless confusion is to be dispelled 
—once in each quarter. The BBA 
classified return for August, the 
details of which are discussed in a 
later Note, shows the clearing banks’ 


ADVANCES WITHIN GREAT BRITAIN 


({mn) 
Aug, May, Aug, 
1955 1956 1956 
All BBA mem- 
bers .. 2215.2 1985.1 2002.0 
Non-clearing s 
banks oe 280.9 260.4 253.6 
Clearing banks 1934.3 1724.7 1748.4 
Clearing banks’ 
‘ extraneous ”’ 
items* 170.5 184.8 181.9 


* Differences disclosed by monthly figures. 


share in the total advances (though 
not in the subdivisions by types of 
borrowers) of the BBA group. Com- 
parable figures are given for the 
preceding quarter and year, so that 
for the first time it is possible to 
measure the true movement of clear- 
ing bank advances. Over the twelve 
months, as the accompanying table 
shows, they have declined by {185.9 








millions, or 9.6 per cent, whereas 
the monthly figures had shown a 
decline of {174.5 millions. The 
‘“‘ extraneous ”’ items—the excess of 
the monthly figure over true do- 
mestic advances—totalled £182 mil- 
lions in August, or almost 93 per 
cent of the gross total. Part of this 
disparity, of course, reflects advances 
made outside Great Britain (doubt- 
less mainly by the National Bank, 
the gross total for which was {£35 
millions in August last). 

The classified figures showed that 
during the quarter borrowings by 
the private sector turned decidedly 
downwards again, and rather more 
sharply than had been generally 
supposed. The rise of £17 millions 
in aggregate BBA advances was 
much more than accounted for by 
increases of £40 millions to public 
utilities and £8 millions to local 
authorities. Loans to all other bor- 
rowers therefore dropped by £31 
millions, to £1,790 millions, whereas 
in the previous quarter they had 
risen by £5 millions and in the 
February quarter had been un- 
changed. Over the twelve months 
since the squeeze began, they have 
fallen by £124 millions (63 per cent). 

Only six of the twenty-six cate- 
gories of borrowers have increased 
their indebtedness on balance since 
Mr Butler’s “ request ’’ in the sum- 
mer of 1955. These expanding 
groups are iron and steel (up {12.5, 
at {41.4 millions), engineering (up 
£40, at {206.5 millions), shipping 
and shipbuilding (up £5.4, at £29.3 
millions), chemicals (up f3.5, at 
£34.7 millions), ‘ other financial ” 
(up £4.2, at £180.5 millions) and 
fishing (up £0.4, at {3.8 millions, 
and now shown separately for the 
first time). All these groups except 


the “ other financial ”’ also expanded 
during the latest quarter—the biggest 
increase being {£16 millions for en- 
gineering. Agriculture rose less than 
seasonally and is 6} per cent down 
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on the year. The big “* personal and 
professional’ group sustained its 
fifth successive contraction, though 
by only £6 millions, and is now £72 
millions (18 per cent) below the 
peak of May, 1955. Retail trade, 
after a more than seasonal contraction 
in the latest quarter (by £23 millions), 
is 15 per cent down on the year. 
Borrowings by hire-purchase finance 
houses declined by another £5 
millions over the quarter and, at 
£25.5 millions, are now £20 millions 
below their peak. 


Bonn versus Frankfurt 


The six-year long German debate 
on the replacement of the Bank 
deutscher Laender entered a new 
and critical stage last month on the 
publication of the Government’s bill 
for a new Bundesbank. This makes 
it plain that, up to the present stage, 
the representations of the Bank 
deutscher Laender and private advo- 
cates of an autonomous central bank 
have succeeded in making only small 
inroads into the Government’s plan 
to increase its own influence in a 
new, centralized institution. 

The proposed Bundesbank would 
depart from the federal form of the 
present central bank, created by the 
Allies after the war on the rough 
model of the Federal Reserve Sys- 
tem. ‘The Land banks, which at 
present are the collective owners of 
the headquarters bank, would under 
the new system be relegated to the 
status of branch offices. This would, 
in fact, involve little departure from 
actual practice; far more serious in 
the eyes of Frankfurt is the pro- 
posed encroachment on the _ inde- 
pendence of the personnel of the 
central institution itself. § The 
directors of the Bank deutscher 
Laender comprise the presidents of 
the Land banks, who in turn are 
appointed by the Land governments. 
In the proposed Bundesbank, all the 
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central directors would be appointed 
by the Bonn government; ‘the branch 
directors would be appointed by the 
Bundesrat, the federal second cham- 
ber representing the States. 

Another controversial aspect of the 
plan is the provision made for 
neutralization by the Government 
of the new bank’s open market 
activities: the Finance Miinister’s 
power to borrow from the bank is 
set at up to 50 per cent of the 
bank’s sales of Treasury bills and 
bonds. The Bank deutscher Laender 
is now concentrating its efforts on the 
amendment of the bill in Parliament 
—and in the federal chamber it may 
draw support from the strongly-felt 
grievances of the States. 


State Banking in India 

India’s new Finance Minister, 
succeeding Mr Deshmukh, is Mr 
T. T. Krishnamachari, Minister for 
Commerce and Industry since 1951 
—a businessman of wide experience 
who had made his department one 
of the most purposeful agencies in 
implementing the five-year plan. 
Though very different in tempera- 
ment and outlook to Mr Deshmukh, 
he was an obvious choice as 
successor. 





Last month, also, Mr H. V. R. 
lengar, until recently Secretary of 
the Commerce Ministry, was named 
as Chairman of the State Bank of 
India, the new nationalized version 
of the Imperial Bank. He follows 
Dr Matthai, who resigned a few 
weeks ago in protest against exces- 
sive Government interference in the 
affairs of the Bank. This appoint- 
ment of a senior officer of the 
Central Government shows that the 
administration intends to exercise 
the fullest control over the Bank and 
to hold it to the declared purposes 
of the nationalization decree. 

Indeed, the Reserve Bank’s 1955 
report on the trend of banking in 
India regards the inauguration of 
the State Bank as the outstanding 
event of the year, and devotes a 
special section to explaining the 
reasons for the creation of this 
‘‘ strong State-partnered commercial 
banking institution ’’. In brief, these 
were the absence of adequate banking 
facilities in semi-urban and rural 
areas and the reluctance of the com- 
mercial banks to open _ branches 
except in the bigger towns. It had 
been hoped to persuade the Imperial 
Bank to open 274 new branches in 
1950-55, but it actually opened only 
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63. Now, by Government edict, 
the State Bank is required to open 
400 new branches by mid-1960; the 
locations, to be determined in con- 
sultation with the Central Govern- 
ment, will almost certainly be mainly 
ones that the commercial banks 
would reject as unremunerative—at 
least for several years to come. 
Actually, during 1955 scheduled 
banks of all kinds increased their 
number of offices and branches by 91 
to 2,793. Bank credit was used in 
1955 on a larger scale than in 1954 
and, as a result, the banking system 
had more recourse to the Reserve 
Bank for funds and there was a 
greater degree of stringency in the 
money market and higher rates than 
in previous years. 


What is Coin of the Realm ? 


A curious banking story was dis- 
closed last month in the 1955-56 
report of Pye Radio. In 1953, in- 
spired by the alarming cost of 
handling notes and coin for weekly 
wages—this was estimated at 90 
man-hours per £15,000—Pye set out 
to formulate a scheme for payment 
of wages by cheque. In the following 
year, after consultation with banks, 
cheque printers and local trades- 
people (who agreed to cash the 
cheques when requested), the com- 
pany launched its plan; as many as 
1,200 of its employees were soon 
receiving their wages by (bearer) 
cheque. It had, of course, taken 
legal advice, and so had looked hard 
at the Truck Acts—the principal 
Act of 1831 and the amending Acts 
of 1887, 1596 and 1940. The original 
Act, passed to stop abuse through 
tied shops and the like, calls for pay- 
ment of wages in “coin of the 
realm ’’: but Pye, as at first advised, 
considered that its scheme fell within 
the saving power of Section 8 of 
the Act, which permits payment in 
bank notes or bearer drafts drawn 
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upon a banker within fifteen miles 
of the place of payment. Second 
thoughts, however, sounded a warn- 
ing. For the purpose of the saving 
section 8, the banker had to be one 
licensed to issue bank notes, and 
Pye’s bankers, modern though their 
service undoubtedly is, do not fulfil 
that requirement. In any case, em- 
ployees who had banking accounts 
and paid their cheques in would be 
receiving payment “‘in account”, 
which would not be payment in 
accordance with the Act. ‘The 
penalty for payment in a manner 
contrary to the Act looked formid- 
able; under Section 4, the wages can 
be recovered from the employer. 
On these points counsel’s opinion 
was cautionary—so much so that in 
September, 1954, the company re- 
verted to its traditional mode of 
payment. 

Pye entitles the story “ The Law 
is an Ass’’. On the evidence, this 
goes a little far, for the law was not 
ascertained. Many wage earners, 
though a small minority of the whole, 
have long been and will doubtless 
continue to be paid by cheque, and 
Pye’s legal advisers may have been 
unduly nervous. But bankers, who 
have a legitimate interest in en- 
couraging the growth of the cheque 
habit, and the Chancellor of the 
Exchequer himself, will read the tale 
wryly; a cheque does not burn a 
hole in the pocket in quite the same 
way as does coin of the realm, and 
wages paid by cheque are wages 
influenced, however marginally, to- 
wards saving. ‘The Truck Act was, 
and continues to be, a good thing; 
but its drafters, had they had the 
gift of prophecy, would certainly 
have included in it, as the equivalent 
of coin of the realm, bearer cheques 
drawn by Pye Radio. It is absurd 
that there should be any doubt in 
the matter. There is a good case for 
a new amending Truck Act in 1957. 
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No Crystal-gazing 


HE economic implications of the Suez crisis, as this issue of The 

Banker goes to press, are no easier to guess than they were a 

month ago, for the crisis itself is no nearer a solution and nobody 

-_ can be sure how it will develop. ‘The shadow of these uncer- 

tainties lies heavily over the financial scene, yet the stock market barometer 

has remained extraordinarily steady. In industrial equities considered as a 

whole, and in gilt-edged, the effect has been to dry up business rather than 

to depress prices. Only a slight sagging has occurred—to levels still above 
the low points of early August. 

This behaviour, which at first suggested steady nerves, has at times 
seemed rather to betoken a heads-in-the-sand attitude, for City comment 
has included some highly unrealistic assumptions, ranging from a quick and 
painless solution to one imposed equally quickly, but at no considerable 
economic cost, by force. Yet on the most vital question of all the collective 
judgment of the markets thus far seems to have been sound: the risk of 
war has receded, and market behaviour shows that investors collectively 
have never, except perhaps in the first few days, rated that risk very highly. 
Their evident working hypothesis row is that, although the crisis may be 
prolonged, it will eventually give place to a negotiated settlement or one 
attained, without resort to force, through gradual attrition of Egypt’s 
resources. 

Hence it is upon the economic rather than the political consequences that 
attention is now mainly focused. After this demonstration of market 
judgment upon the question of war, it would be rash to assert, as some 
may be tempted to do, that it has failed to take adequate account of the 
economic risks. ‘This steadiness, at only a little below the pre-Suez levels, 
might seem at first glance to imply a belief that, in the short and medium 
run at least, this crisis will do no considerable damage to Britain’s economy. 
But such a hypothesis, whether reasonable or not in itself, is not thus 
deducible; the explanation could be simply the impossibility of foreseeing 
what kind of damage may be done—and in particular how far inflationary 
consequences may outweigh deflationary ones. 

No crystal-gazing will be attempted here. Nor, since the range of 
possibilities is so wide, is it sensible to try to estimate the effects of a few 
arbitrarily selected ones. ‘There are, however, some guiding lines that can 
usefully be drawn. It is also possible to form some opinion about the range 
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of magnitudes that may be involved, in the short run. At one extreme, 
would the economic strain thrust upon Britain be crippling, grave, or merely 
heavy ? At the other extreme, would it be moderate, small, or merely one 
that the economy could hope to take in its stride ? On terms as broad and 
conditional as these, some guesses may be essayed. 

In some public discussion there has been a tendency to exaggerate the 
degree of strain that has been felt so far. This was apparent from the 
recurrence last month of rumours that the Chancellor had already begun 
serious preparations for an autumn budget—rumours that evoked a prompt 
denial from official circles. ‘This response was not accompanied by any 
meaningful assessment of the problem—or, of course, by any assurance 
that there will be no emergency budget however the crisis develops. And 
although, on the eve of his departure for the Bank and Fund meetings in 
Washington, Mr Macmillan spoke at length upon the “ ex-Suez ”’ economic 
problem—especially the labour problem after the TTUC gathering at Brighton 
—he gave no hint of how the Suez strains impinge upon his policies and 
hopes. He merely recorded his “ great concern ’”’ about “ the threat to the 
British economy which underlies the Suez crisis ”’. 

The Suez costs that have had to be borne by the Government so far 
have certainly not been of such weight in themselves as to upset the basis of 
this year’s budget, nor would the present military precautions have this 
effect if continued through the rest of the fiscal year. ‘True, the Chancellor 
affirmed last April that if he had not felt able to count upon his hoped-for 
additional £100 millions of economies (of which three-quarters have been 
announced so far, partly by including items that had been first supposed 
to be reckoned in the basic budget), he would have felt it his “ duty ”’ to 
impose “‘ very heavy ”’ increases in taxation. Beside this £75 millions, the 
cost of the military precautions is certainly considerable; but, despite the 
apparent implication of the Chancellor’s rather thoughtless remark, budgets 
are not nowadays regarded as being upset because estimates go awry by a 
few tens of millions—as past disparities between forecast and performance 
very clearly show. New budgetary strains of this order threaten changes 
in policy only when, in the reckoning of the task of the budget in relation 
to the whole economy, they are seen to coincide with a variety of other 
unexpected strains working in the same direction. No such strains had 
become obvious (though serious ones lay concealed in the wages threat) 
before the Suez crisis. And during the first two months of that crisis its 
impact upon the domestic economy has been slight. It has certainly been 
less than that upon the balance of payments, where the principal effect 
has been the psychological strain upon sterling (discussed on page 595), 
but where there must also have been a tendency towards deterioration in 
the (previously slightly improving) terms of trade—and a running-off of 
exports to Egypt under pressure of the restriction of sterling payments. 

This stocktaking up to date, while it shows that present costs give no 
cause for alarm, is of course little guide to future costs. The extent of 
these, over any given period, on the assumption that resort to force 1s 
avoided, will obviously depend primarily and mainly upon whether there is 
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any stoppage in the Canal, and otherwise upon what proportion of the 
normal volume of traffic passes through it. The first week of Canal operation 
after the departure of the Western European pilots has confounded the 
prophets, whose predictions of disaster are now being shifted to the nearing 
season of autumn mists or, somewhat further ahead, to the point when 
inadequate maintenance (or sheer weariness) takes its toll. ‘This experience 
suggests that the most favourable economic hypothesis is that, either with 
or without some sort of “‘ truce’ co-operation with the Users’ Association, 
the traffic flow on the average is kept at not very much below normal— 
say, at two-thirds or more. 

‘On that basis, in the short run at least, Britain’s economy would be 
inconvenienced rather than burdened. The users would presumably 
arrange priority for tanker trafic through the Canal, with dry cargoes 
diverted as necessary round the Cape, so that switches to dollar sources 
of oil supply would be unnecessary. Provided that shipping capacity 
could take the time-strain of the diversions, the temporary gap in the flow 
of imported supplies to Britain could then almost certainly be met, in 
every major instance, by drafts upon internal stocks. There would be 
little reason to fear any perceptible dislocation of domestic industry, either 
through shortage of materials or shrinkage of export markets—though there 
might be hold-up of some export shipments at the ports, and in particular 
instances storage might present a problem. ‘The strain on the balance of 
payments, on this optimistic hypothesis, would be more significant, but 
probably not large. It would result partly from the export delays, partly 
from the added costs of freight and insurance on imports (probably slight 
when related to imports as a whole), and partly, perhaps, from a further 
rise in world commodity prices (but, in the circumstances assumed, there 
would be no likelihood of extreme movements). 

On any hypothesis less favourable than this, ranging up to complete or 
virtual stoppage in the Canal and very large diversions and switches— 
whether caused by boycott or by sheer physical difficulties—the possible 
effects defy analysis, even in such vague terms as these. Obviously, each 
of the types of disturbance already mentioned would be aggravated, and, 
in addition, there would be a much greater risk of serious delays in the 
How of both imports and exports, at least while new arrangements and 
improvisations were being worked out. Well-informed observers seem 
disposed to assume, however, that the purely physical problem of organizing 
trafhe without any large use of the Canal, and even independently of it, 
would not present any insuperable problem—and that the time required to 
set the principal plans in motion could be measured in weeks rather than 
months. ‘This, of course, presupposes a major switch to American oil 
sources—where there would be the advantage of a relatively short haul in 
supply to Britain, but the grave disadvantage of dollar costs. 

On this sanguine view—which implies that, after only a fairly short hiatus, 
Britain could count upon virtually the whole of its normal import supplies, 
and might even avoid any considerable slackening of exports—the domestic 
Strain might be largely absorbed, in this case too, by reliance upon stocks. 
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But anyone who tries to evaluate these many uncertainties would obviously 
be wise to assume that, in the worst circumstances, some home industries 
might be driven to reduce output because of unevenness or stoppage in the 
flow of supplies and others might have to do so because of the impossibility 
of keeping up the rate of export shipments—unless they were able to divert 
output to the home market. In conditions as serious as these, it is con- 
ceivable that the dislocation in exports might be greater than that in imports 
—1if only for the reason that, in such a phase of strain, the highest priorities 
would be likely to be given to imports, the bulk of which comprise materials 
and food. In those circumstances, there would be significant deflationary 
influences to set against the new inflationary strains, because of the surplus 
capacity created in production for export. Any loss of imports would tend to 
be inflationary, and this effect would be accentuated if the loss caused 
dislocation in domestic production—though any resultant dismissals or 
short-time working might reinforce the opposite effect exerted by the slowing 
down in export industries. 

These particular speculations are sufficient to show the impossibility of 
estimating how considerable the inflationary impact of this crisis may be. 
There seems no doubt that it must work in that direction in any event; 
on favourable assumptions about Canal traffic, the total inflationary effect 
may not be unduly disturbing, but on adverse assumptions the net effect 
may not be correspondingly greater—because of the possibility that offsetting 
influences may then develop. 

On any hypothesis, however, the strain on the balance of payments 1s 
bound to be more disquieting than that on the domestic economy. Even 
if a loss of exports was offset by a decline in imports, there would probably 
be a net strain on physical trade: for most of the loss of imports would 
doubtless have to be made good as soon as shipping could cope with it, 
whereas much of the export loss would be likely to prove irretrievable, at 
least in the short run. ‘This is, of course, aside from the additions to 
import costs, the probable psychological strain on sterling, and the ettect 
of changes in sources of supply upon the central gold and _ dollar 
reserves. 

The general view is not, however, one of grave disquiet, even on unfavour- 
able assumptions. The total added burden, it is recognized, could be sub- 
stantial, but it is not thought likely to reach major proportions—and certainly 
not catastrophic ones—-within a few months. Its sharpest impact, because 
it touches Britain’s most tender spot, would be upon the dollar reserves, if 
any extensive switches to American oil have to be arranged. There has been 
much discussion about the possibility of cushioning that particular impact by 
dollar loans from the Export-Import Bank. Some such expedient might be 
unavoidable if the strain were protracted; but on a short view its only worth 
would be to disguise the real strain on the reserves and thus, just conceivably, 
to lessen the risk of a run on sterling. In this sphere, hasty action would be 
unwise; and that is almost equally true of domestic policy. Domestic 
correctives may—indeed, probably will—be needed eventually. But the time 


for these is not yet. 
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The Retreat trom 
Bretton Woods 


GRIM irony surrounded the recent meeting of Governors of the 

International Monetary Fund in Washington. It was the tenth 

anniversary of the establishment of the IMF and, as such, should 

have been a festive occasion. Yet it can truly be said that seldom 
in the ten years’ life of the Fund has the Bretton Woods spirit been so 
much below proof; seldom have the ultimate objectives for which the Fund 
was established appeared so remote. 

There is little hint of this in the latest annual report prepared for the 
meeting. ‘The IMF puts a bold face on the exchange difficulties of its 
members. It recalls the statement in the previous annual report that the 
prospects were favourable for continued improvement in the sphere of 
international payments and bravely adds that “‘ events during the year covered 
in this report have on the whole confirmed that expectation’. It cites in 
support of that claim the fact that certain restrictions on international pay- 
ments have been further relaxed and that the transferability of important 
currencies (notably the D-mark) has been extended. 

The report is compelled to admit, however, that in the case of sterling, 
whose convertibility must be regarded as a crucial element in any further 
formal move towards convertibility for other major currencies, the experience 
and the prospect are less satisfactory. “‘ When sterling area reserves declined 
in the second half of 1955, it became clear that there would be no early 
action by the United Kingdom authorities to extend general authorization 
to all non-residents to convert their current sterling earnings into con- 
vertible currencies at the official rate of exchange”’. The IMF draws only 
limited comfort from the recovery of gold and dollar reserves of the sterling 
area in the first half of this year, and its caution appears to have been 
vindicated by the unimpressive, if unalarming, movements of recent months. 
The one reassurance that may be gained from Britain’s economic difficulties 
in the past eighteen months is the negative (and in that sense important) 
one that no recourse has been taken to quantitative restrictive measures, 
whether for internal or external purposes. 

When the Fund was established it was provided that the full rigours of 
its rules for monetary conduct—which preclude all exchange restrictions 
on current payments—should be tempered during a transitional period of 
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at least three, and at most five, years. Now, after nearly a decade, it 
appears that the transitional period is lengthening to the point at which it 
is beginning to look like the norm to which the world had better become 
accustomed and reconciled: // n’y a que le provisotre qui dure. 

It is not only the concept of formal convertibility that is receding into 
the dim mists of a distant future; the permanence of the present structure 
of exchange rates is also being called into question. ‘The persistent pressure 
on the pound sterling, the equally chronic strength of the German mark, 
the most uneven attempts made by the major countries of the world to 
counter inflationary pressure within their domestic economies—these dis- 
turbances in particular prompt the question whether it is right to maintain 
the pretence that the world is moving steadily and inexorably towards that 
unfettered freedom and multilateralism of international payments reconciled 
with reasonable stability of exchanges that the words ‘‘ Bretton Woods ’”’ 
symbolize. 


Wartime Aims—and Postwar Realities 


These indelicate questions, seldom asked, can best be answered by looking 
back to the genesis of the international institutions that were conceived by 
the Allies while the war was still being fought, and especially at the Inter- 
national Monetary Fund. It needs to be asked whether the premises on 
which the institutions were based have proved false. If they have, then 
the IMF and the ideals for which it stands may be a mirage diverting 
the attention of the world from the grimmer, perhaps more elemental, 
realities with which it is faced in practice. In making the mental pil- 
grimage, the observer to-day can seek aid from a rapidly growing literature 
on the subject. This has recently been enriched by a most comprehensive 
account of the Anglo-American attempt to reconstruct multilateral trade and 
payments, ably penned by a young American, Mr Richard Gardner.* 

It is easy enough to assess and condemn in retrospect the major factual 
fallacies that underlay the blue-prints that were drawn up at the Bretton 
Woods Conference in 1944. Overtopping them all was a gross under- 
estimation of the damage inflicted by the war to the previous pattern and 
equilibrium of world trade and payments. No one had allowed sufficiently 
for the changes in debtor-creditor relations, caused by the liquidation of 
assets and the accumulation of new international debts, that were to be the 
principal financial legacies of the war. The shift of industrial power and 
the inadequacy of the response of the older industrial countries to the 
challenge was another problem that caused far more disturbance than had 
been expected. The absolute and relative growth in the industrial strength 
of the new world contributed to a scarcity of dollars for which too little 
preparation had been made in the plans for the international institutions; 
these embodied no provisions for dealing with any durable dollar gap. 
Further, the terms of trade of the industrial European countries had suffered 
a substantial deterioration. Finally, the uneven pace of monetary inflation 








* Sterling-Dollar Diplomacy, by Richard N. Gardner, with a foreword by R. F. Harrod, 


Oxford University Press, price 42s. 
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during the war years, veiled at the time by physical economic controls and 
pegging of the exchanges, hung as a threat over the stability of the exchange 
rate structure once the free play of economic forces was again allowed to 
make itself felt. For all these reasons, it was unrealistic to expect an early 
return to equilibrium in world payments, and hence unrealistic, too, to look 
forward to the establishment of multilateral trade and free payments com- 
bined with reasonable stability of exchanges after only a short period of 
transition. 

Behind these factual miscalculations there were also important philo- 
sophical errors. In the Clearing Union scheme in which Keynes gave 
first expression to his own ideas of the post-war international monetary 
payments system, the basic premise was still that of the General Theory, 
namely, that capitalism was prone to deflation, and that the main danger 
to be guarded against in the immediate post-war period was that of 
economic depression, spreading contagiously from the United States. This 
attitude of mind explained the provision in the scheme for the stupendous 
total of $26 billions of credit facilities to be available to member countries 
automatically and without scrutiny. It accounted -for Keynes’s desire to 
have an essentially ‘* passive ’’’ Fund that would in no way interfere with 
the domestic economic policies of the member countries—except indeed to 
bring pressure to bear on the persistent creditor. As Mr Gardner points 
out, ‘‘ there was little recognition of the possibility that other causes besides 
the failure to maintain full employment, could produce balance of payments 
disequilibria’’. Or, as Keynes himself put it: “‘ there is great force in the 
contention that if active employment and ample purchasing power can be 
sustained in the main centres of world trade, the problem of surpluses and 
unwanted exports will largely disappear’’. ‘The Clearing Union scheme was 
designed for a world prone to excessive savings, shortfalls in investment and 
less than full employment of its material and human resources. It was 
designed for precisely the converse of the conditions that have obtained since 
the end of the Second World War. 


The New Dealers’ Curse ' 

What of the rival plan of Dr Harry White, with which Keynes’s Clearing 
Union scheme was eventually and painfully married to produce the com- 
promise of the IMF? The White plan was compounded of many ingre- 
dients over and above its vision and ingenuity. It was in the first place 
based on hatred of the bilateralism, exchange control, discriminatory 
exchange practices and the rest of the totalitarian “‘ Schachtian ’’ economic 
philosophy, which the New Dealers in the United States had come to regard 
as the work and the mark of the evil one. This hatred, stimulated by the 
anti-semitism practised in Germany, was superimposed on another charac- 
teristic emotion of the New Dealer, namely, a deep suspicion of private 
bankers and of private international finance in particular. Hence the 
insistence on making the Bretton Woods institutions inter-governmental 
and essentially political organizations, symbolized by siting them in the 
political and not the financial capital of the United States. 
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This is a curse from which the International Bank has succeeded in 
freeing itself, thanks precisely to the injection into the top layer of manage- 
ment of able commercial bankers who have relegated the political Executive 
Directors to a subordinate rdle. But the curse has left its mark on the 
Monetary Fund. ‘The ineffectiveness of that institution can be read in two 
sets of figures extracted from the latest report. The first shows an alarming 
contrast between growing administrative expenditure and declining income. 
For the latest financial year, income at $1,675,335 went less than one-third 
of the way to meet expenditure of $5,341,601. It is unnatural and unhealthy 
for an institution of this kind to run a deficit of this magnitude and pro- 
portion: it suggests that the organization has lost touch with the functions 
for which it was created. Damning confirmation that this has been the 
case comes from a second set of accusing figures, namely, that showing the 
transactions of the Fund. For the year to April 30, 1956, the currencies 
purchased from the Fund by members amounted to $38.8 millions—but 
the repurchases from the Fund, representing repayments of past credits, 
amounted to no less than $271.7 millions. The IMF is unwinding its 
-business. / 

What is the explanation of the contrast between the experience of the 
Bretton Woods twins? ‘The World Bank was almost bound to be a 
success, provided it conducted its affairs with a modicum of vision and 
commercial acumen. In each of these respects it has succeeded beyond the 
best hopes of its progenitors. This institution has a real job to do. It has 
never lacked customers. Its main task has been one of careful selection of 
the risks that it has underwritten. The world for which the Bank was 
created was a capital hungry world, and the world in which it has operated 
has fully lived up to that expectation. 


Mirage of Perfectionism 


The Fund has failed because the world for which it in turn was created 
has not materialized. The political stamp put on it by Mr Morgenthau, 
Dr White and the other American founding fathers, has deprived it of such 
effectiveness as it might have had, even allowing for the miscarriage of the 
basic premises on which it was founded. Given a little more flexibility, the 
Fund might have been able to adapt itself and its rules to the environment 
of overfull employment, persistent inflation, unbalanced payments and the 
consequent stresses upon the system of rigid rates of exchange. ‘There is a 
better chance of the Fund adapting itself to a world other than that for which 
it was conceived now that Dr Per Jacobsson of the Bank for International 
Settlements has been called to the chief executive position. “‘ Mr Gadfly ”’, 
as he has been called, will prod and encourage as no previous managing 
director of the Fund has done; but it is too much to expect of him to correct 
the major miscalculations that were made at Bretton Woods twelve years ago. 

The mirage of multilateral perfectionism that was to be symbolized by 
the Fund stemmed from three assumptions. ‘The first was that the post- 
war world would enjoy the blessings of international political stability, 
which at Bretton Woods in 1944 seemed assured by the grand alliance of 
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the Second World War and the desire of all to avoid a repetition of the 
sufferings and destruction. ‘That assumption was beginning to collapse 
even as the last shots of World War II were being exchanged. It has since 
crumbled into the cold war, the spread of the Communist bloc, and the 
emergence of Asian and African nationalism—of which the present Suez 
Canal crisis is but one sample. 


Anarchy in Domestic Policies 


A second implied condition of multilateral trade and payments was the 
re-establishment of that general and to some extent self-generating equi- 
librium of international payments that was the great virtue of the inter- 
national gold standard, dominated by Britain and sterling in the half-century 
that preceded the First World War. ‘The question why it has not been 
found possible to re-create that stable, if unconsciously effected, balance 
leads straight to the third unsatisfied condition of multilateralism. ‘This is 
to be found in the unwillingness of debtor and creditor nations alike to play 
the game according to the rules of international equilibrium, to accept 
either the impersonal guidance of the set of signals provided by the former 
gold standard or the dictation of an international organization such as the 
International Monetary Fund. In this context the Keynesian advocacy has 
prevailed. ‘The Fund has no right to interfere in the domestic policy of 
its members and, if it has the right to advise, it is one that it has never 
exercised with any assurance and effect. In consequence, the world has 
seen the emergence of something akin to anarchy in domestic monetary and 
fiscal policies. No other word can describe the contrasts that have separated 
the domestic policies since the end of the war of, for example, the United 
States, Western Germany, Belgium, the United Kingdom, France and 
Australia. As a result of this anarchy, the virtual exchange stability that 
with small exceptions has been broken only by the brutal adjustments of 
the 1949 devaluations has been sustained with difficulty and only with 
the aid of artificial and illiberal expedients. 

It may therefore be time that the countries of the free world reconsidered 
the. fundamental problems that were debated when these international 
institutions were conceived, pondering whether, in the light of the dis- 
appointments and of the apparent inability of the Fund to adjust itself to 
the world as it is, a fresh start should not be made. A conference to-day 
would be more likely to recognize that the major problem facing modern 
capitalism is not the outdated preoccupation with the need to repel the 
forces of deflation and depression, but the very reverse. Such a recon- 
sideration of the character of the international institutions intended to 
elaborate and administer a code of international monetary conduct would 
also be freed from the political prejudices of the New Deal that gave the 
Fund in particular the legalism and doctrinaire rigidity that have so far 
militated so effectively against the constructive employment of the large 
resources at its disposal. 

Whether such a conference is called or not, one of the basic issues to be 
faced is how to reconcile the new gods of full employment, social security, 
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rapid industrialization of under-developed countries, which have been sub- 
stituted for the discipline of an external standard, with the evident need 
and desire for a high degree of stability in the exchange affairs of the world. 
If new sanctions are not evolved, stable exchanges and free and multilateral 
trade will prove impossible bedfellows. In the 1930s, during the period 
of partial anarchy in the foreign exchange markets, exchange rates were 
occasionally manipulated in order to subsidize exports and discourage 
imports. ‘This was highly reprehensible; so, however, is the new fashion 
of using quotas on imports and veiled export subsidies in order to serve the 
ends of a phoney stability of rates of exchange. 


No Retreat to Little Englandism 


There should be no question of a retreat from the fundamental ideals 
and principles of Bretton Woods; any retreat should only be reculer pour 
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mieux sauter. For Britain the fundamental interest is still the attainment : 
of a multilateral system—not reached all at once through the kind of universal 3 
approach that in the United States has in recent years gained the oppro- 


‘brious appellation of ‘‘ globaloney ’’, but rather through the consolidation and 
extension of regional arrangements such as the sterling area and the Euro- 
pean Payments Union. Even such regionalism, if it is to be directed to 
expansion and freedom, demands a greater degree of collaboration and self- 
discipline in domestic credit policies than Britain, for one, has been prepared 
to show in recent years; it may require further specific sanctions for co- 
ordination of domestic policies. Limited but quite inadequate moves in 
this direction have been taken within the framework of OEKEC and EPU. 

But it remains true that regionalism, however progressive, can never be 
accepted by Britain as the final goal. ‘There are some echoes of the Bretton 
Woods debate that sound the note of permanent truth. Most notable 
perhaps is an extract from Keynes’s speech in May, 1944, presenting his 
Clearing Union scheme to the House of Lords, in which he spoke out, 
publicly for the first time, in favour of a fully multilateral system in which 
sterling could once more be generally convertible: 








To suppose that a system of bilateral and barter agreements, with no one 
who owns sterling knowing just what he can do with it—to suppose that this 
is the best way of encouraging the Dominions to centre their financial systems 
on London, seems to me pretty near frenzy. Asa technique of little Englandism, 
adopted as a last resort when all else has failed us, with this small country 
driven to autarchy, keeping to itself in a harsh and unfriendly world, it might | 
make more sense. But those who talk this way, in the expectation that the 
rest of the Commonwealth will throw in their lot on these lines and cut their 
free commercial relations with the rest of the world, can have very little idea 
of how this Empire has grown or by what means it can be sustained. 


These words of warning and advice are as valid to-day as they were twelve ) 
years ago. In any review of the international financial organizations and 
code of behaviour, the underlying purpose must be to improve the means 
rather than dilute the ends that were enshrined in the brave but imprac- 
ticable plans of the confident winning years of the Second World War. 
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How Mobile is the 


Economy ? 
By J. E. HARTSHORN 


T has become more fashionable in 1956 than for some years past to 

bemoan the lack of mobility of resources—and particularly of labour— 

as one of the prime causes of Britain’s economic ailments. This is 

presumably because this year people find it easier than usual to single 
out the particular changes within the economy that are not occurring as 
fast as they would like. But the theme of the “ rigid society ”’, hidebound 
and arthritic, failing to adapt rapidly enough to the changing demands on 
it, is always a powerful and persuasive one. Its overtones are moral rather 
than economic, and may be laudable in themselves, like the motives of the 
nationalized industry which a few years ago devoted a national conference 
to asking itself, ‘“ How can we do better ? ’”’—in increasing output, produc- 
tivity, recruitment, regularity of attendance and the like. ‘The fact that 
from then on, in most of these matters, the industry did steadily worse, is 
probably irrelevant. But it is relevant, in economic terms, to consider how 
far—if at all—the reproach of general “ lack of mobility’ in the British 
economy appears to correspond to the facts. 

So far as the resource most generally assumed to be immobile, labour, is 
concerned, a good few facts are known. Information, if not complete, is 
sufficient to offer fairly reliable answers to the three questions that might 
be posed. How mobile are the people employed in British industry? 
How much does their mobility or lack of it affect change in the country’s 
industrial pattern ? How much is that industrial pattern changing? The 
same questions could also be asked about the other resources concerned in 
industrial change, so far as these can be separated out—management, tech- 
nological knowledge, and capital. But about these, much less hard informa- 
tion is available: anyone’s answers must be impressionistic and may be biased. 

It is fairly generally known that there is a lot of ‘“‘ labour turnover ” in 
British industry, indeed much more than most industrialists would like. In 
manufacturing industry, in particular, nearly 3 per cent of the men and 
4 per cent of the women employed at the beginning of any month can be 
expected to leave their jobs and be replaced during that month—which 
implies about 23 million changes of job, among the 9 million people employed 
in manufacturing alone, during any year. This figure is in one way an 
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under-estimate, in that it ignores people taken on and discharged within 
the month of record, the “ floaters ’’ who in fact constitute a significant 
part of the cost that labour turnover imposes on most firms. On the other 
hand, for any particular section of manufacturing it is a measure of total 
change in employment, into, within, and out of the industry; the net change 
of people passing into this particular industry and out of it would be 
much lower. For this reason, perhaps, many of the people who complain 
that labour is insufficiently mobile find it possible to shrug off the record 
of labour turnover. Movement of labour within industries, as apart from 
between industries, they feel, has nothing to do with labour mobility—at 
least, with the kind of desirable labour mobility that they are talking about. 

It is perfectly logical, and useful, to distinguish between changes of job 
within industries and those that cross (the rather arbitrarily drawn) industrial 
frontiers; but personally I find it difficult to characterize one set of changes 
as relevant, and the other irrelevant, to the country’s economic needs. If 
Ford finds itself able to export its new range of cars at a time when the 
* British Motor Corporation is having difficulty in selling certain of its 
models, for example, is it not as useful to the economy for Ford to recruit 
some of the men BMC has to sack as for these men to join the local cor- 
poration as bus conductors or answer the National Coal Board’s invitation 
to go down the mine? And will not the wages each employer can offer— 
which have something at least to do with the marginal productivity of 
working for them—-settle the question of which kind of mobility is in fact 
desirable ? However, it is possible to examine the nature of these changes 
of job rather further: some evidence, at least, exists about labour mobility 
as more narrowly defined—-changes between occupations and changes 
between industries. 

In 1953 the Government Social Survey published a study it had done 
for the Ministry of Labour upon this very subject : occupational and industrial 
mobility, as related to labour turnover.* It was a sample inquiry, and it 
referred in detail to the five years from 1945 to 1949, making comparisons 
from the experience of the sample with mobility in pre-war periods. No 
such inquiry has been repeated since, though a “ control”’ inquiry in 1951 
suggested that mobility then may have displayed much the same pattern as in 
1949. The results of the inquiry, moreover, suggested that it was extremely 
consistent in the post-war years under review. In the absence of any 
more recent comprehensive inquiry, it may perhaps be assumed that the 
pattern of mobility is probably not very different today. 

The Social Survey’s findings were rather disconcerting. In the first 
place, they suggested that only about 12 per cent of men and 13 per cent 
of women changed their employers once or more during each year between 
1945 and 1949. (If one compares these with the Ministry of Labour figures of 
about 25 per cent of men and 40 per cent of women employees changing jobs 
during a year there is an apparent discrepancy—presumably because a 
large proportion of the people who change jobs during any year change 





* “* Tabour Mobility in Great Britain’, by Geoffrey Thomas. Social Survey, 19553. 
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their jobs more than once.) Out of the 12 per cent of men and women 
whom the Social Survey recorded as changing their jobs at least once during 
a year about half remained in the same industry after the change. The 
other half moved into another industry, though about 10 per cent remained 
in the same broad industrial group—for example, within manufacturing, 


though not in the same manufacturing industry. 


Labour Mobility—the Popular Misconception 


The Social Survey was mainly concerned with labour mobility in the 
restricted senses: the people changing between industries, the people who 
changed their occupation, whether or not they changed their industry, and 
the people who moved about the country in changing their employment. 
It found that during the five years 1945-49 an average of about 13 per cent 
of men employed had changed their occupation and about 9 per cent had 
changed their industry; about 8 per cent had changed the town in which 
they worked. ‘This mobility was exceptionally high in the immediate post- 
war years, as might perhaps have been expected. By 1949 it was down to 
about 9 per cent of men during the year changing the kind of work they were 
doing, 7 per cent changing the industry, and 6 per cent changing the 
town in which they worked; there are some indications that roughly this 
frequency of change may have continued. Geographical change was com- 
paratively limited in terms of distance, most of it being between towns in 
the same region of the country. But post-war full employment had by no 
means limited the degree of mobility in the working population: on the 
contrary, labour mobility in all three senses was much higher in the five 
post-war years under review than in any pre-war period for which estimates 
could be made—back to 1925. Nor were these changes, in contrast to 
monthly labour turnover, the result of a few people moving incessantly: 
labour mobility, the Social Survey was clear, was the result of a large 
number of people moving fairly infrequently. 

It is dificult to reconcile these facts about labour movement, between 
occupations, employers, industries, and towns, with any stereotyped impres- 
sion that labour is insufficiently mobile. The reality, a continuous flux of 
people into and out of jobs, from one factory to another and in and out of 
different industries, even to some extent (during a period of extreme housing 
shortage) around the country, resembles immobility about as much as an 
ant-hill resembles a cemetery. It is difficult, also, to reconcile these unex- 
pected facts with one’s own individual and subjective impressions—the 
same faces around one in the same places. We should perhaps bear in 
mind that the Social Survey found that mobility is much more common 
among manual workers than non-manual ones, and least common of all 
among the professional classes—who are perhaps the most prone to com- 
plain about lack of mobility among the (other?) British people. The cap 
fits us; does it fit others ? 

But how much of this flux in employment, it can fairly be asked, brings 
about net changes in the pattern of employment, contributing to change in 
industry? It is clear that over the years significant net changes in the 
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pattern of employment do take place; but equally clear that these net 
changes are much smaller than might, theoretically, arise from shifts of, 
say, 7 per cent of the working population each year, for example, between 
industries. ‘The pattern of industry is not as kaleidoscopic as that. In 
practice, much of the changing between industries cancels itself out; it is 
a two-way traffic, in which only very limited net effects can be traced. The 
men who change industry do not ordinarily go into another industry in the 
same major group: they spread themselves out among the rest, roughly in 
accordance with the existing pattern of employment. 

How, then, do the highly significant net changes in the pattern of employ- 
ment occur? As is well known, over the years the proportion of the labour 
force employed in manufacturing has been growing: so has the proportion 
employed in the increasingly important metals and engineering group of 
industries, while employment in some of the older industries such as 





TABLE I 
SHIFTS IN BRITAIN’S WORKING POPULATION SINCE 1939 
(Thousands) 
Mid-1948 Change 
Mid- Mid- Mid- 1955 Mid- 
1939 Old New 1954 1955 Over 1956 
Basis Basis 1939 
Total working population 19,750 20,274 22,780 23,667 23,912 +1,656 23,989 
Defence .. 2. bi 480 938 938 845 809 + 329 767 
Unemployed ‘ Ay 1,270 272 282 230 192 —1,088 230 


569 22,604 22,933 +2,428 23,031 


oF 


Total in civil employment 18,000 19,064 2 
Agriculture, forestry and 


fishing a ip 950 1,123 1,178 1,074 1,066 + 61 ~~ 1,042 
Mining and quarrying. . 873 839 876 867 862 — 48 861 
Manufacturing a 6,815 7,250 8,137 8,976 9,206 + 1,504 9 234 
Building and contracting 1,310 1,375 1,450 1,453 1,486 + 101 1,515 
Gas, electricity and water 242 275 321 373 378 + 90 376 
Transport and com- 

munications .. - 1,233 1,472 1,787 1.482 1.713 + 165 1,724 
Distribution .. - 2,887 2,354 2,484 2.743 2,811 -— 206 2,842 
Professional and financial 

services + os 2,225 2,157 3,954 4,077 4,122 + 100 4.146 
Public administration .. 1,465 2,219 1,382 1.326 1,289 + 661 1,291 


textiles and coal has been declining. No clear run of employment statistics 
exists: but Table I has been constructed to show roughly the change of 
pattern of employment that has taken place between pre-war years and 
1948, from 1948 until June, 1955 (taken as the height of the recent boom), 
and since June, 1955. 

It will be seen that the change in pattern, whether or not labour mobility 
has had much to do with it, has been considerable. For the most part, 
moreover, the industries that have been increasing their labour force most 
have been those in which labour productivity has been growing more than 
the average, so that this shift in the pattern of employment has been of 
positive benefit to the expansion (though not necessarily, at all times, to 
the balance) of the British economy. 

If labour mobility does not play the predominant part in bringing about 
these net changes in the pattern of employment, what does? ‘There seems 
little doubt that the main factor is not so much transfers of existing man- 
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power between industries as a differential rate of growth in the labour force 
of different industries. And here, it seems probable, the extent to which 
young people enter different industries, and possibly the extent to which 
married women return to them and older people stay in longer than they 
used to, may play the predominant part. There is an urgent need for 
practical research into the factors affecting changes in the pattern of 
Britain’s growing labour force. It is high time, for example, that the 
Ministry of Labour asked the Social Survey to repeat its inquiry into labour 
mobility; and closer study of entrance into industry, re-entrance by women 
who have left employment, and postponement of retirement, would be 
extremely informative and perhaps, given the immense statistical apparatus 
at the disposal of the Ministry, comparatively simple. 

Even the limited data at present available about the proportion of men 
and women in the different age-groups who go out to work, however, have 
somewhat eroded simple notions about exactly what constitutes full employ- 
ment. In Britain in particular, and in Western Europe in general, the experi- 
ence of recent years has shown that with a very low and stable level of register- 
ed unemployment offering hardly any reservoir of extra labour, the actual 
number of men and women working in a country can grow much more 
than could be accounted for by the “ natural” growth of young people 
leaving school, or by immigration. Out of the 684,000 extra people who 
swelled the British working population between June, 1951, and June, 1955, 
for example, it was recently estimated by The Economist that not more than 
77,000 could have been accounted for by changes in the total population 
of working age. More than 600,000 of the extra people were accounted 
for by changes in the proportion of people in different age-groups—par- 
ticularly of women—who went out to work, responding to the employment 
opportunities offered in the rapidly expanding economy. ‘This call upon 
‘hidden reserves”’ of labour seems likely to have had much more to do 
with the differential growth of particular industries and trades than did 
labour mobility, as ordinarily understood. 


1955—Mobility versus Stability 


How far, it may be asked, are these broad tendencies in employment, 
observable over several years, relevant to the short-run need for change 
during a year or two, when it becomes urgently necessary to bring about 
shifts of resources within the economy? There is not much doubt that 
the pattern of industrial development during the 1954-55 boom, even 
though conducive to a high rate of total productivity, moved out of balance 
to a degree that Britain could not have afforded without a much larger 
increase in exports than was in fact achieved. In particular, the metal- 
using industries, and most of all those that produce durable goods for 
consumers, expanded much faster than the coal and steel industries were 
able to match, requiring a very high rate of marginal imports; and did not 
send overseas enough of this greater output to pay for those imports. What 
has happened in the labour market as successive measures of restraint have 
begun to adjust that balance ? 
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The first thing that has happened is that the rate of growth in the total 
labour force has fallen off. In June last year there were 329,000 more 
people in civil employment than there had been in June, 1954; in November 
last year there were still 317,000 more than in November, 1954; but in 
June this year there were only 66,000 more than in June, 1955. ‘This rate 
of growth was probably beginning to slip off a little by the end of 1954, 
representing perhaps the growing difficulty of attracting extra people into 
employment. 

However, the very sharp change since the end of last year is considerably 
more significant; if allowance is made for seasonal changes, civil employ- 
ment has probably declined since November. ‘The second thing is that the 
relative growth of the manufacturing labour force has ceased; at the end of 
June it was only about 28,000 more than a year before—when it had been 
230,000 more than in June, 1954. ‘The “ basic industries ”’ such as agriculture, 
mining and transport, were not, by the end of June, showing any increase 
in employment, though during the last twelve months they have 
. done relatively better in maintaining their labour force than in the previous 
years of boom; while in the last twelve months the numbers of people in 
the distributive trades have continued to grow, along with the numbers in 

‘* professional, financial, and miscellaneous services’’. Relatively at least, 





TABLE II 
EMPLOYMENT, OUTPUT AND PRODUCTIVITY BY INDUSTRIES 
Output 
Employment ’000 Production per Head 
1948 = 100 1948—100 
June, June, 1955 1955 
1948 1955 1948 =100 Average 1955 
Mining and quarrying. . és ali 876 862 98 108 110 
Building and contracting a a. 30 1,456 102 116 114 
Gas, electricity and water sa ba 321 378 118 153 130 
Agriculture and fishing se ss Rare 1,066 90 116 129 
Transport and communications - ey 1,713 96 128 133 
Professional, financial and miscel. .. 3,954 4.122 104 109 105 
Public administration and defence .. 2228 2,092 O4 99 105 
Distribution... os .. 2,484 2,811 113 121 107 
Manufacturing industries :* 
Chemicals and allied trades of 439 517 118 179 152 
Metal manufacture .. 530 570 108 133 123 
Engineering, shipbuilding and elec- 
trical goods > ae i. Soaee 2.063 116 155 134 
Vehicles ps os af 934 1,197 128 172 134 
Precision instruments, etc... i 127 145 114 126 111 
Other metal goods .. a ne 501 513 102 125 123 
Textiles sa és e os 922 946 103 115 112 
Leather ad i ‘2 one 78 72 92 96 104 
Clothing of ae 597 627 105 118 112 
Wood and cork manufacture - 283 299 106 147 139 
Paper and printing .. - sid 463 552 119 169 142 
Food, drink and tobacco .. ar 726 877 121 117 97 
Non-metalliferous mining .. “e 312 343 110 129 117 
Other manufacturing industries .. 242 285 118 153 130 
Total working population* .. .. 22,415 23,736 106 122 115 


* Excluding wholly unemployed and men and women on release leave, but including 
employers and self-employed persons in the manufacturing industries not included in 
separate industries. These totalled 207,000 in 1948 and 200,000 in 1955. 
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it will be seen, this attempt to restore balance in the economy tends to mean 
a lower rate of growth, or an actual fall of employment, in industries where 
productivity is high and has tended to increase fast, and a slightly greater 
rate of growth in some of the sectors where productivity is low. 

So far, it appears, the shift of balance in the economy has come mainly 
from a cessation of increase in employment in industries that are being 
most “restrained ’’, rather than from any sharp reductions in employment: 
in motor and cycle manufacture, for example, employment in June was 
only about 8,000 lower than it had been 1n June, 1955, though nearly 16,000 
lower than in November last year. Throughout these twelve months, the 
rate of labour turnover recorded in the Ministry of Labour’s monthly figures 
has varied, but no more than in its usual seasonal pattern, so far as manu- 
facturing industry in general is concerned. In the motor industry, from 
the beginning of the year to May, the total number of people leaving or being 
discharged was not unusual; but factories were taking on considerably 
fewer new people than usual. It has often been noticed in studies of 
labour turnover that when the number leaving through redundancy rises, 
the number leaving a firm or industry falls off—partly, perhaps, because 
people lose confidence in their ability to get and hold a new job at a time 
when the principle of “last in first out” is likely to apply, and partly 
because people who normally tend to change jobs often are among those 
whom an employer singles out as redundant. 


Encourage Labour Turnover ? 


It will be seen, therefore, that there are certain “‘ built-in stabilizers ”’ to 
labour turnover and probably to labour mobility, which may do more to 
adjust the rate of voluntary changes of job to the rate of involuntary 
redundancy that one might at first assume. The Social Survey, in its 
1945-49 study, concluded: 


there is in any given population a propensity to move determined in part 
by age, health, occupation, training and status, in part by prevailing pay and 
conditions, and in part by the rate of discharge and redundancy.... The 
greater the number of jobs available over the number of employed persons, 
the greater the rate of change up to the 1945-49 maximum of about 12 per cent 
of the employed population per annum. 


If that general statement holds good—as may be assumed until more 
recent or conflicting evidence is forthcoming—it puts rather a new complexion 
upon common assumptions about shifting labour between different sectors 
of the economy and also upon measures commonly suggested to promote 
this. 

The very common criticism of trade unions for attempting to avoid 
redundancy, and of employers for consenting to work short time in order to 
maintain comfortable labour relations or because they think it pays them, 
may well be justified in itself. In the same way, there is probably a good 
case for raising unemployment benefits (and contributions) to a level 
where they bear roughly the same relation to average earnings as they 
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did before the war; and certainly a good case for ending the legal anomalies 
by which some men on short time (though now not all) can get unemploy- 
ment pay for the fifth day of a four-day week. 

But it should not be assumed that to meet these criticisms by reforming 
the habits of trade unions, employers, or the Ministry of Labour would 
necessarily bring about any sharp increase in labour mobility—of which the 
level may be broadly stable in any case, and indeed possibly high enough to 
constitute a cost rather than an advantage to the economy. Nor, if mobility 
did thus sharply increase, can it be assumed that this would necessarily 
have a very marked effect in bringing about the net changes in the structure 
of industry that many amateur planners are at present prepared to specify 
as desirable. ‘Those net changes may in fact be coming about, as a result 
of the decline in the growth of the total industrial labour force and—more 
doubtfully—as a result of the decisions of young people to choose different 
industries to enter. But labour mobility—which does exist—does not seem 
to be particularly relevant to them. 


An Artist's Sketchbook: No. 37 


BRITISH BANKS IN TOWN AND COUNTRY 


Midland Bank, Southport 


ERHAPS the only really elegant Lancashire town apart from Lan- 
Posse Southport is largely a creation of the nineteenth century. 

Originally, it was an obscure fishing village on a sandy shore, becoming 
popular as a watering place somewhere about the time of Victoria’s accession. 
It has a remarkable number of finely laid out streets—of which Lord Street 
is the most famous—of well-designed terraced houses and villas, built up 
somewhat over a century ago before the proportions of the Regency had 
been laid aside. Here it is possible to realize that elegance and good living 
is not yet outdated. Under the glass-roofed, wrought-iron arcades of this 
dignified town, retired ladies meet for morning coffee or listen to the band 
under the trees. 

To this setting the Midland Bank, Southport, contributes a distinctive 
Classical elegance. Readers may like to compare it with the Leeds bank 
featured in a recent issue (June); both belong to the same period but their 
present environment could hardly be more different. The Southport 
building, which belonged originally to the Preston Banking Company, 
absorbed in several stages into the present Midland Bank, has a high degree 
of finish very characteristic of the late nineteenth century, presenting a 
remarkably fine facade. It boasts some superb carving. Flanking the 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


coupled pink marble columns to the door are two long cartouches con- 
taining coats-of-arms and other emblems in high relief; and a symbolic 
figure crowns the richly sculptured pediment. The entrance, distinctly 
Victorian, is tiled. On a sunny day, seen through the trees, it is easy to 
replace the contemporary figures in the foreground with the frock-coated, 
top-hatted gentlemen who came in their carriages and early motor cars to 
transact their finances here half a century ago. 
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Suez Blues 


HIS month again no other starting point could possibly be found 
for any such commentary as this than the Suez Canal “ incident ”’ 
Economically its effects upon us are only just beginning, with 
the serious interruption of the traffic through the Canal that must 
follow the resignation of the European pilots. But the unceasing discussion 
of it which has gone on in public gatherings of various kinds (for example 
the ‘'UC) and in the Press has borne witness to the general recognition 
by our people of the vital importance of this waterway to our national well- 
being. Much of the discussion has been conducted in unnecessarily 
intemperate fashion. That goes, too, for the debate in the House of 
Commons on September 12 and 13. I never remember an occasion on 
which there were greater departures from that convention of dignity and 
restraint traditionally applied to parliamentary debates on foreign affairs. 

And yet I don’t know that one ought to complain. The upshot of all 
the unmannerliness and factitious excitement is that very little difference 
was left between the parties on the fundamental issues. ‘There has been 
much changing of tunes since the first shock broke at the end of July. 
That applies to the Prime Minister and the Leader of the Opposition equally 
—not to mention The Times newspaper. 

The Prime Minister in the House on September 13 stated, unequivocally, 
that it was not our intention any more than that of the Americans to “ shoot 
our way” through the Canal if Nasser should reject the advances of the 
new Canal Users’ Association, but that ‘‘ it would certainly be our intention, 
if circumstances allowed, or in other words, except in an emergency, to 
refer a matter of that kind to the Security Council ”’. 

He also claimed that from the start we had been acting in strict con- 
formity with United Nations procedure. I think it is a pity that the 
Government did not make it absolutely clear from the beginning that it 
intended to play the business through under UN rules. The UN is a far 
from perfect instrument for the orderly adjustment of international disputes 
—but where is the better ’ole ? 
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The Prime Minister did not, indeed, give any absolute pledge not to use 
force. Only the handful of out and out pacifists could reasonably demand 
that he should have. One cannot be sure, in dealing with dictators of the 
Nasser type, that force may not have to be used in the end. If it has to 
be used it is tremendously important that it should be used, if not with 
the direct sanction of UN, at least after full ventilation of the issues in the 
Security Council or the Assembly and not in contravention of any resolution 
of either body. If, within that qualification, conditions deemed by the 
Government to justify the use of force should arise, then Parliament can 
express its views upon them at the time. No Government could possibly 
commit itself in advance to a detailed schedule of possible casus belit. 

Personally, I have considerable confidence that this matter of the Suez 
Canal can, with patience and persistence, be solved without the use of 
armed force. Nasser’s position seems to me very far from being so basically 
strong that he can afford indefinitely to resist the economic pressure to 
which he will be submitted and to flout the interests of most of the trading 
nations of the world. 

But it may well take time to bring about a tolerable settlement, and ‘time 
will have to be paid for. So far as we are concerned the present is, of 
course, an extremely inconvenient moment to be asked to shoulder the 
extra burdens, which the dislocation of the Suez trafhe and the military 
preparations we have undertaken will impose on us. It is a moment when 
the exchanges are weak, the reserves falling, the balance of payments 
precarious and organized Labour swollen-headed with power and its past 


successes. 
Rock ’n’ Roll at Brighton 


The last disability is, of course, much the most serious. Indeed, I would 
almost go so far as to say that it is the only one that is serious. ‘The extra 
costs of the Suez business must, of course, be faced and dealt with. It is 
impossible at present to form any close estimate of what they will amount to. 
In any case no chances ought to be taken with the Budget. It is difficult 
to say whether up to the moment the revenue situation is up to Mr 
Macmillan’s estimates of April. ‘‘ Above the line’”’ the position seems 
worse by some tens of millions than it ought to be; but ‘‘ below the line ”’ 
the capital items seem to be running within schedule. However that may 
be, if the expenditure attendant on Suez attains any substantial volume, as 
it seems bound to, then there ought to be no hesitation about imposing an 
extra measure of taxation. ‘There is no sense at all in doing otherwise. 
We have had enough experience by this time of trying to pass burdens on 
to posterity to know what a complete delusion all such attempts are. 

It will, of course, be said: ‘‘ Oh, but you mustn’t raise taxation because 
that will upset the ‘ price plateau ’’ and make Labour even more intractable 
than it is now”’. So back we get to labour relations and the new round 
of wage claims and Mr Frank Cousins’ rock ’n’ roll capers at Brighton. 
Well, I am for facing up to this whole bag of tricks even if it means a show- 
down at a very awkward time. I understand the attitude of the ordinary 
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worker very well. He has become accustomed for nearly twenty years to 
a steadily rising money income. It is true that the regular increases in the 
pay packet have proved disappointing when translated into actual pur- 
chasing power. But we none of us ever quite get rid of the illusion that 
more money means more wealth and in any case the manual worker, unlike 
most of the rest of the community, has done quite well out of the race 
between income and prices. 

As there are still more vacant jobs than job-seekers, he naturally does not 
see why this happy state of affairs should not continue. Yet if it does 
continue, it has now become a certainty that disaster, or something near it, 
faces him as well as us. ‘The new budding round of rises has got to be 
stopped. It is not the duty of the Government to stop it, but it is the 
duty of the Government to create the conditions of effective demand in 
which employers have no alternative but to stop it. If that means still 
another turn of the monetary screw, the turn should be given. If the 
issue is funked again, this time the ultimate cost will be greater. The 
Sibyl will burn one of her books and raise the price for the remainder. 
It is not merely a case of avoiding a new devaluation of sterling; it is the 
much wider matter of national morale and integrity. 


Glimmerings of Common Sense 


It looks as though the new wages round cannot be stopped without 
widespread strikes. It has always been my fear that the vicious spiral has 
acquired such momentum that it cannot be brought to a halt without some 
sort of a show-down. Yet I am not without hope that the trouble can be 
kept within bounds. The reckless resolution passed by the TUC at 
Brighton was deplorable. Nevertheless, common sense, like nature expelled 
with a fork, has a habit of coming back again. The workers do not want 
unemployment. ‘That was very clearly demonstrated in the recent British 
Motor Corporation strikes. It may be good sense—recent history has 
certainly made it appear so—to strike for a higher standard of living. But 
it seems obviously silly to incur voluntary unemployment by striking in 
order to avoid involuntary unemployment. The fizzling out of the anti- 
automation strike movement indicates that that lesson has begun to sink in. 
Surely, when it becomes plain that the price of voluntary unemployment is 
involuntary unemployment, it will soon cease to appear sensible to strike 
against the rejection of claims for higher wages ? That at least is the hope 
on which one must build. 

But now what about this further potential turn of the credit screw? 
I should hate to write dogmatically about this matter. For one thing I 
find myself incapable of visualizing with sufficient clarity the economic 
circumstances which may arise from Suez. They might, for example, be 
such that, however much one detests the prospect, rationing of oil (and 
possibly more stringent rationing of coal) became unavoidable. Leaving 
aside Suez for the moment, what strikes me about the monetary control 
measures now in force is that while by no means ineffective, they have been 
barely effective enough for the job. They have certainly been incon- 
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veniently slow in working. It is two years since it became plain that 
inflationary pressure was getting out of hand, and we still have overfull 
employment. We have it notwithstanding the “ monetary direct controls ” 
which have been applied to the motor and some other industries. Invest- 
ment is gradually yielding to treatment. Factory plans are contracting and 
housing starts for local authorities, though not for private owners, are a 
few per cent down. The stock position is rather uncertain. Stocks of 
finished goods and work in progress are higher, which is what one would 
expect in view of the recession in the consumer durables industries, and in 
the case of some raw materials there is a decline. ‘That does not, however, 
apply to all important materials—holdings of steel are higher—and it still 
does not appear that any emphatic effect on stocks of materials, or on the 
importation of them, has been achieved by the working of the credit squeeze. 


Effective Money Policy “ Impracticable ”’ ? 


On all these grounds I am reinforced in my view that all along the 
monetary authorities have been much too timid in their handling of the 
situation. ‘They have held to the belief that in these enlightened days 
variations in interest rates need not be as great as in the bad old days of 
the nineteenth century. ‘There never seems to be any warrant for this 
idea and I think experience of the past five years has proved that there is 
none. One potent reason, of course, why the ievel of rates now apper- 
taining (which in terms of the nineteenth century can be described as 
moderately high) has had so comparatively little effect is that so many 
borrowers can charge interest paid against profits and so force the 
Exchequer to bear half or more of any extra burden imposed on them. 
The economic adviser of one great concern recently expressed the view to 
me that borrowing rates would have to rise to around 12 per cent before 
they had any effect on his company’s expansion policy. 

I am glad to receive some support on this question from Professor J. R. 
Hicks. In his article in the Three Banks Review he comments on the 
apparent insensitivity of business to the “ high rates of interest which have 
ruled in many countries (and not only this) during the last year*’. This, 
he thinks, may be due to “‘ the way we have become accustomed to the 
more expansionary system”. It does not follow, he says, that the present 
level of rates would be borne at all easily if business expectations became 
less confident. But it may well be that “larger movements are now 
necessary than would have been necessary formerly ”’. 

Indeed, he suggests that rate movements large enough to be effective 
“ have become too large to be practicable in other ways”’. Professor Hicks 
does not enlarge on that point and we are left guessing what these “‘ other 
ways’ may be. No doubt the burdens that high Treasury bill rates 
impose on the budget and the balance of payments are prominent among 
them. ‘These burdens represent the nemesis that is always liable to visit 
the habitual offender, whether individual or nation, against the canons of 
sound finance. It is conceivable that they could be in some measure 
alleviated by devices that would render possible some modification of the 
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spectrum ”’ of interest rates. But it is to be feared that any hopes of 

.arge-scale funding of floating debt, which might help to that end and in 
other ways strengthen the hands of the monetary authorities, must now be 
deferred. 

But where does this proposition that interest rates high enough to be 
‘* effective ’’ must yet be withheld because they are not “ practicable ’”’ or 
are “ politically impossible’ lead us? ‘To the conclusion that inflation is 
incurable and must remain with us forever? That would be defeatism 
indeed. ‘To the use of direct or physical controls ? That seems to be the 
thesis of the Labour Party which, nevertheless, has never been able to 
explain how a planned economy can be established without direction of 
labour and dictation of wage rates, both of which it knows to be abhorrent 
to the working classes. We should all be planners if we could envisage 
the all-wise all-powerful planner. As it is, planning has very little to 
contribute to the solution of our problems. Some of the Labour leaders— 
the ones who murmur about putting on a few building controls and are 
content to leave it at that—really know this very well. The TUC stand- 
point expressed at Brighton was really terrible nonsense. 

There is no practical alternative, after Suez as before, to reliance in the 
main on the monetary type of economic control. Even the hybrid 
‘“monetary direct’ control like restrictions on HP does not work very 
well, owing to its discriminatory taint. This does not mean that monetary 
policy must be on precisely the same lines as before. We cannot be sure, 
for one thing, what effect Suez is going to have on brimfull employment, 
which in any case may be waning. Stiffer use of the interest rate weapon 
would, as I have argued, have enabled us to get inflation under control 
earlier—and so left us in better shape to meet this Suez trouble. It does 
not follow that higher rates are called for now. ‘That is a question which 
must be solved ambulando. 

The vital thing is that the Suez trouble should strengthen and not weaken 
the will to strangle inflation, and I hope that when these words appear in 
print Mr Macmillan will have returned from talking money and oil in 
Washington, refreshed and full of fight for that fray. 
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France Slips from 
Equilibrium 
By ROGER TRUPTIL 


PARIS, mid-September 


FTER enjoying two prosperous and financially very successful 
years, France has in 1956 again been confronted with acute 
economic difficulties, which in recent months have been mounting 
rapidly. The gold and foreign exchange reserves accumulated 
under the vigilant care of the Bank of France in the past few years, which 
at the end of 1955 had reached a total of nearly £700 millions ($1,960 
millions), nearly equivalent to the central reserves of the much wider sterling 
area, are being rapidly drawn down. In the first eight months of 1956 the 
total reserves dropped to just under £550 millions: and as the actual gold 
reserve of the Bank of France itself, of £301 millions, is psychologically 
untouchable, the ‘‘ free ”’ reserves of exchange of the Bank and the Exchange 
Stabilization Account fell from £396 millions to £247 millions, a decline 
of no less than 37.6 per cent. An official document emanating from the 
Ministry for National Economy prepared for the OQEEC mentions the prospect 
of a loss totalling £175 millions for the full year; in the event the loss seems 
likely to be greater still. The official forecast, moreover, is of further 
unavoidable losses in 1957. 

What has been the cause of the break in France’s economic fortunes ? 
In part, but only in part, the disturbance has been the same as that which 
afflicted Britain’s economy in 1955—an overspill of an industrial boom. 
In France, recovery from the post-Korean recession came considerably 
later than in Britain, and, correspondingly, the boom has continued many 
months after Britain’s levelled out. French industry has been breaking 
records nearly all round throughout the first eight months of 1956. The 
general index of industrial production has kept roughly 11 per cent above 
the record figures reached in 1955—and in the capital goods industries the 
increase reached 14.5 per cent. Aircraft production is up by no less than 
73 per cent, a remarkable comeback for French technique that has reopened 
a wide field for exports. The long-suffering textile industries have also 
shown signs of a durable recovery in most branches; production has risen 
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by an average of 12 per cent above 1955, which is a significantly larger 
expansion than that achieved by the consumer goods industries as a whole. 

Agricultural reports unfortunately tell a, very different story. A sub- 
stantial part of the wheat crop sown in 1955 was frozen by the cold wave 
of February last; considerable efforts were made to increase spring sowings, 
but the very bad harvest conditions took a further toll. The upshot is that 
the wheat crop, which had stood around if not above 100 million metric 
quintals for the past two years, leaving an exportable surplus of about 
30 million metric quintals a year, is expected not to exceed 50 million metric 
quintals and thus to fall short of French consumption by some 20 million 
metric quintals. The other cereals, however, should give satisfactory 
results and the potato crop will apparently be a record one. And the very 
wet summer months, which dangerously delayed the gathering in of the 
wheat north of the Seine, should prove a boon to beetroot growers in the 
same districts. 


Dual Pressure on Franc 


Thus, both French industry and agriculture, in their divergent courses, 
have contributed to the external strain. France will have to spend some 
currency on wheat import during the winter months, whereas in previous 
years it derived substantial exchange proceeds from wheat exports; and the 
expansion in industrial production has swollen imports of raw materials and 
equipment—in accordance, indeed, with official expectations. ‘This process 
of stocking up and fuelling of the industrial expansion has naturally brought 
pressure on the exchange reserve; but it should be a temporary one, and 
would ordinarily tend rather to increase confidence in the future outlook— 
provided always that other unfavourable factors were not at work at the 
same time. 

In fact, confidence has been receding. ‘The pressure has been felt at 
the familiar points. ‘The depletion of the exchange reserves has been noted 
above. ‘The dollar note in Paris has risen steadily since the end of 1955 
from frs 385 (compared with the official rate of 350) to 414 francs during 
the summer, whilst the ‘“ security dollar ’’, which already stood as high as 
430 at the beginning of the year, reached 517 in August, though it fell back 
below 500 in early September. ‘The pound note has also risen to a significant 
premium, as many British tourists have noted. ‘The gold napoléon has 
this year steadily climbed from frs 2,870 up to 3,570 and now stands at 
around frs 3,400. ‘The gold market, which had been remarkably quiet 
over the past three years, has again showed signs of excitement, and dealings 
have frequently risen to twice and even three times their previous levels. 
This marks a reversal of the slow but steady de-hoarding of gold by the 
public that took place through 1954 and 1955. Finally, forward quotations 
on the exchange market also concur to depict a situation of very serious 
distrust. ‘The signs are clear and their timing is illuminating. 

The root of the trouble is a fear of inflation, itself generated by the 
Government’s incapacity to cope with growing budgetary deficits. I shall 
refrain from quoting any figure for the alleged deficit of the French budget. 
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It is certainly not as astronomical as the political opponents of the successive 
Governments depict it, especially if British methods of calculation are 
applied. But it exists, it is substantial, and it shows an unquestionable 
tendency to be swollen by at least four major influences: 

(a) Repercussions of the wide wage and salary increases granted in the 

second half of 1955; 

(b) The large increase in military expenditures in Algeria; 

(c) Unexpected expenses for relief of losses suffered through the winter 

cold wave; 

(d) The increases in old age pensions granted by the present Socialist 

Government, involving about 140 billion francs (£143 millions). 
It is true that new taxes have been voted to cover the additional expenditure 
on pensions; but the fact is that had this desirable but untimely increase 
not been granted, the Finance Minister, M. Ramadier, would have had the 
new taxes anyway and they would then have mitigated the increase in the 
budget deficit. 

The most serious new threat to the French economy at present is a 
renewal of wage inflation. ‘The recall to the colours of more than 150,000 
young men and the withdrawal and unrest of part of the Algerian labour 
force used in metropolitan France have created a very tense labour situation 
in an economy that had already reached full employment. This pressure, 
combined with a rise in food prices caused primarily by the unfavourable 
weather, may result in a new round of wage and salary increases. Should 
the cost-of-living index rise above a given limit, to which it is now dan- 
gerously close, the play of the sliding scale will automatically decree increases 
in basic wage scales—and there would undoubtedly be strong pressure 
to extend the increases throughout the whole of industry and trade. The 
fears aroused by such a conjuncture are as acute in France as are the fears 
of a similar movement in Britain. Coming before productivity has caught 
up with the substantial wage rises of 1955 and earlier years, the increases 
would immediately and gravely impair French capacity to export, and 
hence worsen the disequilibrium in the balance of trade. 


New Dose of Old Medicine 


The response of the Government to the inflationary trend, which its own 
actions have made more pronounced, has inevitably been to resort to the 
familiar medicines: credit restrictions, high taxation, cuts (or, rather, promises 
of cuts) in expenditures, and borrowing. 

The credit restrictions have so far been imposed directly and not through 
market pressures. Rates of interest are high enough in France to rule out 
the traditional recourse to a rise in the Bank rate; it is held that such a step 
would only stiffen the tendency for prices to rise. Instead, limitations 
were imposed several months ago upon the still very limited hire-purchase 
credit system. More recently and more drastically, deposit banks have 
been compelled to increase substantially their holdings of Treasury bills, 
and have to the same extent been unable to extend credit facilities to 
private customers. The credit pinch is already being severely felt in the 
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building trade, which has suffered from a particularly large increase in both 
material and labour costs. 

The Government has taken important measures of restraint also in the 
fiscal field. It has made an increase of 10 per cent in income tax and 
supertax, raised the companies tax to 59 per cent on distributed profits, 
and made successive increases in duties on tobacco and oil. Promises have 
been made by M. Ramadier for a drastic cut in Government expenditure 
—the figure put forward is £400 millions. Past experience, however, 
induces considerable scepticism. 

Finally, the Government has recently issued a public loan to raise a 
minimum of £150 millions; the issue will probably be closed when £200 
millions has been subscribed. ‘The new loan is very attractive, as it 
incorporates guarantees against a fall in the value of money, experience of 
which has seriously shaken public confidence in recent years. Interest on 
the new loan is at a flat 5 per cent (though it will be exempt from supertax 
for the first five years), but repayments of the loan, which is for a maximum 
duration of fifteen years, are tied to the French Stock Exchange index. 
The broad effect is that a 50 per cent rise in equities, whether due to 
economic prosperity or to currency depreciation, will entail a 25 per cent 
appreciation in the capital to be repaid. 

The success of this loan—which is already a certainty—and a political 
settlement in Algeria that would make it possible to cut military expenditure 
and to relax the tension on the labour market, could easily produce a revival 
of confidence, especially if the Parliamentary basis of the Cabinet could be 
widened. While the Algerian problem remains unresolved, however, the 
inflationary strain will continue, and could easily be augmented. 

The Suez crisis, of course, may bring new burdens; but provided that 
the expected trade-union pressure for new immediate wage increases can 
be resisted, the continuing expansion of production could probably alleviate 
this strain. But it is clearly necessary that domestic demand should be 
checked. The much talked about devaluation would bring no durable 
solution to France’s internal or external problems; it would only tend to 
increase the general mistrust. It is only through the narrow doorway of 
austerity and curtailment of home demand for consumer goods that France 
can fight its way back to financial equilibrium. 


( 
JOH. BERENBERG, GOSSLER & CO. 
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Financial Responsibility 
and Self Government 


PROBLEMS OF MATURING COLONIES 
By URSULA K. HICKS 


HE introduction of self-governing institutions in colonial terri- 

tories involves the creation of new responsibilities of many different 

sorts. [he development of these is a difficult task at a time when 

great social and economic changes are taking place in such 
countries. In the old conditions there was a political responsibility through 
the Governor to the British Crown and ultimately to the British people 
through Parliament. This is in course of being replaced by a political 
responsibility to the inhabitants of the territory. In many territories—for 
instance, the Gold Coast, Northern Nigeria and Buganda—there were 
strong tribal or other traditional authorities that stood between the ordinary 
man and the British administrators. Although the influence of these 
traditional authorities is dwindling, it is still strong in many places. It is 
now necessary for the ordinary man to learn gradually to transfer his loyalty 
from these to the new representative organizations which are growing up, 
both at territorial and at local levels. 

These processes of transfer bristle with difficulties for all concetned: for 
the British “ ex-patriate”’ civil servant, who may have thought when he 
joined the Colonial Service that his life would be an endless safari, or that 
he would settle down as the father of his people, but who now has to learn 
to become primarily an educator—for the day of his own eclipse. For the 
new indigenous civil servants the course is no less difficult. Placed in 
responsible positions before they have had adequate training, and every- 
where chronically short of staff, they have to shoulder the burden not only 
of showing how work can be well done, but also of developing the new 
loyalties among the people. Finally, for the members of the new legis- 
latures and elected local bodies, there are personal problems of mastering 
in a moment the conventions and responsibilities which in Britain were 
built up over the centuries, and of realizing that membership of an elected 
body confers a duty to the community as a whole even more than to one’s 
Own constituents. 
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In nursing this process of transfer of responsibility there are, however, 
two consoling factors. In the first place there is the experience of India 
to draw on, where, after many tribulations, the ultimate result has been rather 
reassuring. Secondly, the emergent nations are virtually unanimous in 
wishing to adopt the British type of government: the British understanding 
of Cabinet Government, with its special relationship between the Govern- 
ment and Parliament, and the British emphasis on a well-paid, independent 
and responsible civil service. ‘This implies that the road to be travelled is 
a known one, for which direct training can be given, in the territories 
themselves and in Britain, by civil service officials and in the universities.* 
This is not to claim that British institutions can be transplanted without 
very careful adjustment, or that all of them are worth transplanting. But, 
as the Prime Minister of Ceylon has lately emphasized, it does imply some 
degree of common outlook, which is proving a powerful way of keeping the 
nations together in the Commonwealth. 

This article is concerned with the political or administrative problems of 
the transfer of responsibility only in so far as they impinge on the financial 
aspects. The inter-relationship needs, however, to be kept in mind; 
political institutions and administrative practices cannot take root success- 
fully without adequate financial support. This is one of the lessons that 
needs to be securely learned; and it is not an easy one for people whose 
primary interest is in politics, and whose understanding of business methods 
may be small.t Mercifully, up to the present the financial path has been 
smoothed by boom prices for colonial products, and consequent buoyant 
domestic revenues; these conditions may not endure much longer. (In 
Nigeria, for example, revenues are already being threatened by the fall in 
the price of cocoa.) 

Of the various financial problems of the transfer of responsibility three 
in particular require special attention: (i) the adjustment of the budgetary 
process, (ii) the development of financial responsibility in local government, 
and (iii) the problem of ensuring an increasing revenue, especially in con- 
nection with the division of revenues (and associated responsibilities) 
between the central (territorial) government and local authorities. 

In traditional colonial conditions under British administration there is 
no local budget in the modern sense of an integrated balanced plan for 
the whole economy, and no budgetary process in the sense of a series of public 
debates of the whole legislature during which the Opposition can raise and 
carry to a division any point it likes. The traditional purpose of Colonial 
Government Estimates is to inform the Secretary of State, and ultimately 
the British taxpayer, that the finances of the colony are in sound condition, 
and that the outlay on a particular item is not expanding at a rate that may 
cause trouble later. The Estimates are therefore listed in an order (largely 
alphabetical) designed for ready reference to particular items. Under this 








* Every year courses are given both for “‘ cadets ”’ (administrative beginners) and estab- 
lished civil servants in Oxford, Cambridge and London. Starting from next year the 
Pakistan Government is sending its administrators over for a year’s training. 

+ See a very interesting series of articles by R. E. Wraith in West Africa, 1955. 
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system, since the expenditures are not grouped according to specific spheres 
of responsibility, members of the local assembly have little encouragement 
to think of the budget as an integrated whole. Moreover, the important 
budgetary decisions are taken zm camera, public debate being little more 
than a safety valve for grievances. 

With the advent of the ministerial system, a point that many territories 
have now reached, the opportunity arises naturally of making a simple 
functional breakdown of expenditure, on the lines of the British Supply 
Estimates (so far as current continuing services are concerned), but with 
an additional classification between current and investment items. Sum- 
mary budget accounts that are meaningful can then be presented. This 
invites members to take the first step in shouldering their financial responsi- 
bilities and will gradually help to build up an informed public opinion. 


New Tasks for the Budget 


As and when economic development becomes substantial, the budget will 
be needed to operate as an instrument of general economic policy; it can 
do so successfully at an earlier stage than that at which monetary methods 
of control may become practicable. (It is interesting to note that in 
countries such as Burma and Ceylon, which have established central banks 
within the last decade, in place of the traditional Currency Board, it has 
not been found possible to make much use of monetary policy.) Where 
development expenditure becomes large in relation to normal adminis- 
tration, as can easily happen, it is likely to generate a far from negligible 
inflationary pressure. But this can always be controlled provided two con- 
ditions are satisfied: first, that the development programme includes a 
sufficient proportion of schemes that will quickly mature in an increase of 
consumers’ goods, and secondly, that the tax structure has been evolved to 
the point where it can exert adequate compensatory pressure. 

The moral of this, from the budgetary point of view, is that the develop- 
ment programme needs to be brought together with the budget of normal 
needs, both on current and on capital account. This is necessary in order 
to make reasonably sure that plans do not exceed possibilities—in terms 
of man-power of the necessary variety and skills, or of available materials 
and working capital, or of the external reserves necessary to finance essential 
imports. For these summary accounts to be reliable they must have a 
firm basis in careful estimates of the needs of the various components of 
the programme. The second budgetary necessity for the successful growth 
of financial responsibility is thus the construction and use of a compre- 
hensive budget with a two-way breakdown: by function and by broad 
economic category of needs, simple enough to be understood by those who 
have to exercise responsible judgment. 

There are also procedural problems in the adjustment of the budgetary 
process to the control of public expenditure by the local Parliament. The 
new legislatures can probably solve these problems more easily by making 
their own standing rules than by legislation. First, arrangements need to 
be made for the establishment of an orderly series of public “ supply ” 
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debates, finishing within a defined period, so that each year’s finances can 
in principle be self-contained. ‘This is a reinsurance against endless wrangles 
between areas, concerning the location of popular types of expenditure,* 
Secondly, in place of the rigid advance control of expenditure, item by 
item, exercised by administrators—a system already outgrown—it will 
probably be found that some adaptation of the British system of T'reasury 
control would provide a means of combining democratic control (since the 
Treasury acts on behalf of Parliament) with greater flexibility for depart- 
ments. Kenya, following the more established parts of the Common- 
wealth, is now in course of going over to this system, and is breaking new 
ground in colonial financial administration.t 


Establishing Treasury Control 


In view of the potentialities of this reform, it may be useful to examine 
briefly what is implied by Treasury control in colonial conditions. In the 
first place the Treasury (or Ministry of Finance) has to qualify to take 
primary responsibility for the co-ordination of policy, especially on the 
economic side, as determined by the Legislature. ‘This entails a greater 
unification of responsibility than is yet usual. In some territories, for 
instance, there lingers the anomaly of a Financial Secretary, with ultimate 
responsibility, alongside the new Minister of Finance. In others there is 
a division of responsibility between a development secretariat and the 
central finance department. It will almost certainly be found, as it has 
been found in Britain, that the most satisfactory solution is to concentrate 
final responsibility for all aspects of budgeting and planning under the 
Ministry of Finance, since otherwise it will not be in a position to exercise 
its co-ordinating duties. A corollary of all this is a considerable strengthen- 
ing of financial departments, both quantitatively and qualitatively. 

A second implication of the Treasury system would normally be the 

establishment of a consolidated fund, for all Government inpayments and 
outpayments. Departments would draw on this, according to appro- 
priations; the Treasury could then watch closely the course of departmental 
outlays, while departments would have a new freedom in spending, but 
one that would be combined with responsibility. ‘This system is a great 
improvement in flexibility over any sort of pre-audit system (central 
checking of vouchers before expenditure is sanctioned), while giving a 
better control than can at present be exercised over the so-called “ self- 
accounting ’’ departments, which exist in many territories. ‘The con- 
solidated fund system would also allow of the establishment of a civil con- 
tingencies fund under effective control. Such an arrangement has even 
more point in colonial conditions than it has in the United Kingdom (where 
its principal purpose is to permit limited expenditure in anticipation of 
votes or supplementary provision by Parliament), because of the greater 
frequency of the unexpected. 








* See Hicks’ Report on Jamaica. . 
+ See Report on Control of Public Expenditure in Kenya, 1953; and events leading to the 


introduction of the Exchequer system in Kenya, 1955. 
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Complementary to the consolidated fund would be the constitution of 
the senior civil servant of each Government department as an accounting 
officer, personally responsible for the expenditure of his department, 
although with the advice and assistance of Treasury officers. In emergent 
conditions of representative government the accounting officer is even more 
important than under established conditions, because he must often assist 
his Minister with problems that will seem difficult (and perhaps inex- 
plicable) to him, until a generation of politicians has grown up in an 
atmosphere of responsibility—on the one side to the Cabinet, and on the 
other to the Legislature. The accounting officer’s position also supplies 
the key to control over expenditure, through his answerability to the 
Auditor-General and to the Legislature. In colonial conditions, this implies, 
generally speaking, an entirely new approach to the office of Auditor- 
General, who has traditionally been little more than an accountant designed 
to assist the Department of Colonial Audit. ‘The concept of an auditor of 
status and prestige ranking with that of a judge should not be difficult to 
realize once its importance in the system is grasped. It is the key appoint- 
ment to the whole system of financial control. 

Complementary to the Auditor-General in British practice are the Par- 
lamentary Select (financial) Committees—on the Estimates and on the 
Public Accounts. In colonial conditions the establishment of at least one 
such committee (it would naturally be the Public Accounts Committee),* 
would, besides doing its accustomed job, make a most important contri- 
bution to education in responsibility, both for the committee members 
themselves and, through them, for the whole Legislature. ‘There should 
be no obstacle to the establishment of a single committee; an attempt to 
establish two might overstrain the resources of the relatively small 
Legislatures. 

In India, in the first stages of the development of democratic institutions, 
great stress was laid on the importance of the development of local self- 
government as a means of providing political education; it was in the councils 
of the large cities that many of the Congress leaders in fact gained their 
experience of handling men and finances.t In the post-war period much 
emphasis has been put on similar development in overseas territories, both 
by the Colonial Office (especially under Mr Creech Jones) and by adminis- 
trators on the spot. ‘There is no doubt of the rightness of this policy; 
development that grows from below as well as being imposed on top is 
likely to be more effective and more lasting. Although the development 
sponsored by urban or rural authorities must inevitably be small-scale, it 
may be economically very important; the provision of such things as feeder 
roads, markets, domestic water supply, may well succeed in increasing 





z For the benefit of those not versed in British practice, it should be explained that the 
PAC is a select committee appointed from members of the House of Commons to scrutinize, 
on the basis of reports from the Auditor-General, the whole field of expenditure and its 
conformity with the Parliamentary authority. Such members acquire expert knowledge; 
and the Sessions, which include detailed examination of departmental witnesses, absorb 
much time, which could not possibly be spared by the whole House.—epirTor. 

t cf. Hugh Tinker, Foundations of Local Self-Government in India, Pakistan and Burma, 
Athlone Press, 1954. 
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supplies of consumers’ goods more rapidly than the larger schemes run by 
the territorial government. Hence local schemes can demonstrate more 
easily the advantages of development; and this, on the revenue side, is half 
the battle. 

These lessons are probably most readily learned at the quite local level, 
in the rural community where the administration is close to the people. 
Consequently, it is not unnatural that, in the post-war urge for the develop- 
ment of local government institutions, most energy seems to have gone 
(especially in Africa) into transforming “ native authorities ’’, consisting 
just of the chief—or, at best, of ‘the chief in council ’’-—into more or 
less elected ‘local authorities’’. In this field already a good deal has 
been accomplished, in spite of much frustration and a crippling shortage 
of the right sort of people. It has been found that even in quite primitive 
conditions education in budgetary responsibility can be successfully started. 
In fact the more serious difficulties are generally encountered at a somewhat 
later stage, when the time draws near for the District Officer to step aside, 
but when the infant local authority is still pitifully short of responsible 
members and of suitable officers.* Nothing can solve this problem but 
patience, and the gradual emergence of a generation with both education 
and experience. In Africa, because of the small initial spread of education, 
this problem seems more intractable than it need ever have been in India. 

Perhaps just because the rural stage of the transfer of political and 
financial responsibility seems to be the easiest, it would appear that the 
process has received less attention and been less successful in respect of 
urban self-government. It is noticeable, and perhaps not a mere coinci- 
dence, that there is now a bias in the same direction in India. ‘The Second 
Five-Year Plan concentrates all its interest on the development of rural 
Panchayats (village councils), and hardly mentions the towns. ‘This relative 
neglect of the development of urban political and financial responsibility 
is to be regretted, both because the bigger units are more useful training 
grounds in experience, and because they are in many ways economically 
more important for growth, in spite of their small numbers. 





* Thus both in Nairobi and in Dar es Salaam the District Commissioner had to be brought 
back again; cf. report of Royal Commission on East Africa, ch. XIX. 
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In nearly all territories some towns are growing very fast—often, indeed, 
at a fantastic rate. This is giving rise to a variety of social and economic 
strains. It is in the towns that the new big incomes are being made (or 
at least are held),* and probably it is also at the municipal level that 
they can most easily be taxed, and must be taxed if an awkward degree of 
inflation is to be avoided. It is also in the towns that the detribalized and 
the multi-racial groups congregate, as well as the restless and those with 
an urge to get on. One of the most important needs—and one of the most 
difficult to satisfy—for a smooth process of development, as well as for a 
smooth transfer of responsibility, is the nurturing of active and responsible 
town government. The rapid growth of substantial land and building 
values should make the raising of adequate revenue a much simpler matter 
than in the rural areas, but at present little advantage seems to be taken of 


this opportunity. 
Central and Local Revenues 


On the territorial governments falls the heaviest responsibility for seeing 
that local self-government develops on sound political and financial lines; 
this requires a substantial measure of self-discipline on the part of the 
centre. A territorial revenue that falls chronically short of ambitions does 
not encourage the government either to make over resources to local 
authorities or to give them adequate grants. Again, the centre feels it has 
a prior claim on scarce man-power resources. In too many territories 
this aspect of financial responsibility is the weakest link in the chain of 
growth. At present, broadly speaking, local Treasuries are starved of the 
independent funds that would alone make responsible finance possible. 

To some extent this is their own fault. ‘Territorial governments may in 
principle have allocated, as in Nigeria, tax sources that would be adequate 
if properly exploited, but there is not as yet in the localities a sufficient 
sense of urgency for development for this to occur, quite apart from the 
administrative difficulties of assessing and collecting new taxes. If this 
state of affairs continues, sooner or later the territorial government will 
want to recover the tax sources for its own use. This has just happened 
in Eastern Nigeria, which in the past has been a pioneer area in encouraging 
local self-government, accompanied by rights over a “ stepped’ personal 
tax of great fiscal potential. In the latest regional budget the local 
authorities have been cut down to a revenue of 5s a head, and although 
they will be able to qualify for higher grants from the regional government, 
these do not provide the same encouragement to careful management. 

In East Africa, on the other hand, especially in Tanganyika, native and 
local authorities, spurred on by enthusiastic District Commissioners, have 
been levying dues (“‘ produce cesses’) on virtually every crop that comes 
to market, and then thinking up something to spend the revenue on. 
‘These cesses may conceivably evolve into an effective income tax which is 
the avowed aim in Tanganyika; but they have a long way to go before that 





* In Gold Coast and Nigeria the wealthy cocoa farmers tend to live in the towns, but 
make their incomes outside. 
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is achieved, and the territorial government is unlikely to leave them in 
local hands. In most territories the time is near when a proper personal 
income tax on the local inhabitants will have to be introduced (this is under 
consideration in Western as well as in Eastern Nigeria). The interests of 
local as well as territorial fiscal responsibility could well be served if such 
a tax system could be a joint venture between centre and localities on the 
Scandinavian model, where the local authorities have rights over a propor- 
tional income tax, leaving the more lucrative, but also more fluctuating, 
progressive element to the central government. ‘This system was recom- 
mended in respect of a regional income tax by the Nigerian Revenue 
Allocation Commission, 1951. Apart from the question of autonomous 
tax sources for local authorities, in most territories much better results 
could be obtained than at present if more attention were given to the types 
and amounts of grants from the territorial Treasury. 

In conditions of tropical life, and of societies only gradually emerging 
from tribal customs (including communal land tenure) into the con- 
tractual society of the money economy, these problems of financial respons- 
ibility nowhere admit of an easy solution. If the dependent territories 
now growing up to nationhood are to be spared the political instability 
that, for example, has dogged almost the whole of Latin America since it 
obtained its freedom, the successful establishment of financial responsibility 
at all levels of government must play a key rdéle in the process. 
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An kditor in the House 


An article in the September issue of and editing, including relations with the 
The Banker discussed the origins, business management, and shows the 
growth and finances of house magazines different ways in which these problems 
in this country. The present article have been tackled by a variety of the 
turns to some of the problems of content best-known house publications. 


By A SPECIAL CORRESPONDENT 


PON the founding of a house journal, whether in the interests 
of public or staff relations, the most important question to be 
decided is the selection of the editor. House journals are in this 
regard very little different from any other type of publication: 
their success or failure largely depends upon the men who direct them. 
The initial choice is between selecting a member of the existing staff and 
recruiting a trained journalist from outside the business—unless, indeed, 
the whole work is to be handled by an outside agency in the manner outlined 
last month. ‘The odds are, of course, on a member of the staff being chosen, 
if a man with even half the required talent presents himself. Such an 
appointment will generally have an appearance of economy: any addition 
to the member’s salary will certainly be much less than would be paid to 
a recruited specialist, and even a fair “‘ pre-costing ’’ of the member’s time 
might seem to promise a saving. Moreover, there will be the very real 
advantage that the member of the staff will know better than a newcomer 
the policies and personalities of the business. Yet, increasingly, as in the 
post-war years the practice of house publication has spread in employ- 
ments whose workers cannot be expected to have any flair for writing, 
outsiders have been recruited. Editorship of a works magazine is now a 
recognized employment for the journalist, and while the appointment of a 
professional writer does not guarantee the production of a good magazine, 
the journalist can at least call upon his specialized training to help him 
make good his deficiencies of experience in the particular business. 

The editor chosen, the management must decide how much freedom of 
action he is to be allowed. This question of editorial freedom is one much 
debated among house editors, the most fortunate of whom are those who 
work for enlightened businesses which, having chosen men in whom they 
have confidence, refrain from interfering with them. ‘That is short of 
complete freedom—for after all the man who pays the piper must have 
some right to call the tune—but it is much to be thankful for, as the editor 
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who has to account for his every action to a superior in the business, or 
who has an active committee set in authority over him, usually has good 
reason to know. In principle, of course, the committee device is neither 
good nor bad. Unfortunately, there are many cases where each member 
of the committee is a would-be editor; and if the titular editor is unable to 
stand against them, he can do only a fraction of his proper job. The joint 
product is seldom a good one. | 

A particular form of this question arises in the banks (and in some other 
large concerns) in relation to staff magazines: should the magazine be an 
organ of the staff association, or of the bank? Here, obviously, there are 
policy overtones of some moment, and varying answers have been given. 
From the point of view of the magazine, exponents of either viewpoint can 
base their arguments on “ freedom ’’—to have as master on the one hand 
the management, or on the other hand the staff association, can be preferred 
according to the outlook of the editor and the enlightenment of the particular 
management or association. 

So much discussion of the function of the editor would have seemed 
rather far-fetched to pre-war editors of house publications. In the earlier 
days, when staff magazines at least were often staff-promoted, understanding 
of the house magazine’s importance was much less widespread. If the 
staff wished to have a magazine, then the management would benevolently 
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approve the project. It would not necessarily set a man free from his 
normal work to tackle the chores of editorship; and even to-day it is not 
unknown, though it is increasingly unusual, for a staff magazine to be 
produced by an editor who edits only as a sparetime job. Many house 
editors are, of course, other things as well, very often working in, or in 
charge of, the publicity department of the undertaking; it may often be 
that the editorship of a magazine that perhaps appears no more frequently 
than quarterly is something short of a full-time occupation. But part-time 
working in office hours on such a publication is a very different proposition 
from editing any sort of publication in the evenings. 


News or Views ? 


Before a new magazine is founded, the management will presumably have 
formed some idea of the kind of material it wishes it to contain; and the 
editor will have his own more detailed ideas of how his brief is to be inter- 
preted. ‘There is no simple formula for either management or editor to 
work to. For the “ prestige ’’ publication, designed to be read by customer 
and shareholder and perhaps by the general public, the formula may, indeed, 
be fairly straightforward. ‘The magazine will contain, as a rule, information 
about the business and about the sphere in which it operates, with a greater 
or less admixture of less specialized material. The bigger the business, 
of course, the easier is it for the editor to make an interesting product from 
his material. Progress, mentioned in last month’s article as one of the 
earliest of house publications, is now a good example of this class: it 
publishes material covering so great a range of topics that the reader may 
not notice how many of them directly or indirectly concern the wide sphere 
of Unilever activities. ‘The formula compounded from the sphere of the 
house is not, however, universal. Guest, Keen and Nettlefold’s magazine 
Far and Wide studiously avoids any kind of discussion of G.K.N. interests. 
This magazine, like Progress, commissions well-known writers, but their 
brief is to write about their own interests, whether it be ballet or boxing, 
history or histrionics; G.K.N. is relegated to the advertizing pages at the 
back of the magazine. ; 

The bank reviews form an intermediate group among prestige publica- 
tions. ‘They seldom discuss banking activities, except in so far as these 
form part of higher finance, but their main concern, the economic state of 
the country, is one in which the banks have a particular interest. The 
outside observer may regard as a rather odd phenomenon the appearance 
in the 1920s of the first bank reviews* and their acceptance by the public 
as authoritative commentaries on the economic scene. ‘There is no obvious 
reason why the banks rather than, say, the insurance companies should all 





*After the previous article appeared the writer’s attention was drawn to the “‘ Fortnightly 
Review of the London Money Market” that was first published in 1914 by the London 
County Westminster and Parrs Bank. At first this Review was printed in French and Spanish 
editions as well as in English. The English edition was, in fact, the direct forerunner of the 
present Westminster Bank Review, the only break in chronological sequence being that of the 
Second World War. It is interesting to find that the bank that produced a regular staff 
magazine as far back as 1907 should have also experimented so early—and so ambitiously— 
with a review-style publication. 
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have assumed this mantle at much the same time. But the mantle is now 
a recognized part of the banks’ clothing. The reviews have settled each 
into its own recognizable style: Lloyds, the National Provincial and the 
Westminster publishing signed articles, Barclays and the Midland preserving 
anonymity (all the bank reviews are understood to be edited by bank men); 
Lloyds the academic and authoritative economist, the Midland the sober 
recorder and educationist, Barclays addressing the ordinary citizen (and 
with its pictorial inset bringing colour to the dismal science); and with 
the National Provincial and the Westminster to some extent combining 
these various approaches. This is to name only the bigger guns—there is 
distinguished support in the field from some of the smaller banks.* The 
considerable readership of the reviews have come to regard them as a part 
of banking service; while, as with all other prestige publications, the benefit 
to the publishers remains one of the great imponderables. 

In the field of staff publications the primary policy question relating to 
content is more difficult. Here it assumes in the first place the form: to 
what extent shall the magazine be the voice of the management addressing 
the staff? Broadly speaking, exhortation is at a minimum in this country, as 
compared with the United States, and “ instruction ”’ is excellently handled 
and kept as unobtrusive as English reticence demands. It will be generally 
agreed that this kind of reticence is necessary in labour relations in this 
country to-day. It is interesting to notice that in the early Progress, which 
commenced as a staff magazine in the 1890s, the note of exhortation was much 
plainer than we are accustomed to hear it to-day. The founder of Lever 
Brothers himself wrote much in the early magazine (using the editorial 
‘““we’’) and the message—that every man must increase sales—was con- 
sistently and unashamedly repeated issue by issue. The rarity of such direct 
propaganda to-day, when the vehicles for it are so much more numerous, 
reflects the revolution in management/worker relations that has taken place 
in the years between. 

Staff magazines present another major problem of content, sometimes 
harder to answer than the first, although this is one for the editor rather 
than the management to decide. Broadly the choice, or the balance, is 
between news and views. ‘The magazine may be no more than a record 
of births, marriages, retirements and deaths; it may, on the other hand, 
keep staff news to a minimum and concentrate on the writings and drawings 
of its contributors, either from amongst the staff of the business or from 
outside—for it is to be noted that some staff magazines nowadays, especially 
the newer ones, provide outlets for free-lance writers, albeit at a rather 
lower level than the prestige publications. 

Many editors are tempted towards the “‘ literary ”’ course of action, finding 
such material more interesting and more amenable to lay-out than news 
which, seen regularly through the years, becomes monotonous and repetitive: 


— 





* Not least the overseas banks; and there are other businesses almost within the banking 
sphere that produce similar work. Optima, put out by the Anglo-American Corporation 
of South Africa, is an excellent example of first-rate work of this kind, in this case outside 
Britain, for the magazine is published in Johannesburg. 
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only experience shows to what a simple basic formula all retirement reports, 
for example, reduce themselves. But editors often discover that most of 
their readers tolerate the “ literature ’’ only for the sake of the news. ‘The 
argument is regularly produced, in any discussion of this topic, that 
“literary ’’ material and in particular book reviews can be obtained in any 
commercial magazine, better written and better produced than in the house 
publication. ‘This is not the whole picture, for workers in a business like 
to feel that their own magazine is a “ real”’ one; and the vehicle for self- 
expression is useful, too, in businesses where there is anything to express. 
But on balance the news has the casting vote in most organizations. 
Employees read about their colleagues with interest and—a noteworthy 
point—so do their wives. ‘The readership of a prestige publication may be 
less than its circulation; that of a staff magazine should always be more. 

The vast number of staff magazines show a very great variety in their 
handling of this news/views balance. Jrag Petroleum, as an example of 
one approach, started, like Progress, as a staff magazine; and it continues 
to print material written chiefly by its staff, and to include pages of specific 
feminine interest. But it has moved away towards the prestige field, 
printing no staff news at all, this now appearing in a separate, slighter, 
magazine called The Crescent, which consists of nothing else. But the 
parent magazine (notable, incidentally, for its unusually lavish use of colour) 
is still of more direct interest to the staff than some of the purely prestige 
publications. Jngot, with which Richard Thomas and Baldwins have more 
than once won house magazine awards, may be said to be on a parallel 
course with Iraq Petroleum. Although primarily a prestige publication 
(it is produced by the RT-B Public Relations Department), it includes a 
great deal of material of staff interest—but the staff news as such is printed 
in Ingot News, a monthly newspaper that combines it with plentiful pictures 
and a proportion of features in something like the Daily Sketch format. 
Amongst the straightforward staff magazines the proportion is almost in- 
finitely variable. As examples, Shell Magazine, one of the finest of all the 
staff magazines, has about one-third news, Vickers News a half or more (and 
the rest is largely news of company developments and the like), and Pivot, 
‘the official house organ of Smiths of England ”’, has very nearly 100 per 
cent personality news. 

This variation of balance between news and feature material is seen as 
much in the new as in the old staff magazines. In other respects the 
newer publications seem often to represent a striking change in the nature 
of their contents as compared with the pre-war productions, but this 
apparent change usually resolves itself into the (generally persistent) 
difference between the amateur and the professional production. As last 
month’s article showed, the “ literate’? employments produced their maga- 
zines early and these magazines have continued to be home-produced. In 
some instances the unkind critic might liken them to school magazines 
grown a little older; in others the amateur touch is not so apparent—or, 
indeed, not apparent at all. But in their general approach as well as in the 
individual contributions, all of them are very noticeably different from the 
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magazines produced by professional writers for a different calibre of staff. 
In any wide survey, including a fair sample of the less ambitious magazines 
(many of them produced for surprisingly small concerns) there is some 
temptation to regard the post-war expansion as being a movement away 
from what could be very-good-school-magazine standard towards a jour- 
nalism smacking of journalese. It may be misleading to concentrate, as 
these two articles do, on the best of contemporary publications; but it is 
no less misleading to do what some current opinion seems to do—to forget 
the best and to regard the new “ employee’”’ magazines, catering for new 
audiences, as representing a deterioration in the general standard. 

The bank staff magazines are all house-produced in the sense that they 
are edited, written and illustrated by the staffs themselves. The Old Lady, 
from the Bank of England, presides over them much as the Bank does over 
the banks, producing a quarterly quota of intelligent and sophisticated 
material of the style and nearly the level of the literary weeklies. (News, 
it may be noted, occupies about a third of the magazine and 1s admirably 
integrated with the rather stately whole.) Barclays’ The Spread Eagle may 
perhaps be named as representative of the staff magazines of the Big Five 
by virtue of its having published, on its 21st birthday, The Eagle Looks 
Back, an anthology in full book form compiled from its files—the only 
publication of its kind, so far as is known, in the world.* It is curious 
that this precedent has not been followed, for all the bank staff magazines, 
and many others, publish from time to time contributions of more than 
parochial interest, some of it of remarkable literary or artistic quality, amongst 
much that is, naturally, more ephemeral. The smaller banks, which for the 
most part have entered the field only since the war, produce magazines which, 
like their older counterparts, can be more easily graded by standard of 
production than by quality of content. 


Contrasts in Presentation 


The material is important; its dress certainly not less so. Whether the 
editor be a member of the staff or a trained journalist, he is unlikely to have 
had specialized training in print and display, so to some extent professional 
and amateur start level in this matter. ‘The professional has perhaps the 
advantage of knowing better than the amateur how very important presenta- 
tion is, and thus is likely at least to seek out the best help he can find. 
Professional or amateur, if he is working in or close to the publicity depart- 
ment, will be able to get help fairly easily if he is wise enough to seek it. 

In fact, of all the interesting aspects of the house journal none is more 
striking than the outstanding amateur editorial talent that has been dis- 
covered in some of the more fortunate businesses. It is not possible to say 
with any certainty that this or that excellent magazine is edited by an 
amateur—nor, of course, to measure the extent of the professional assistance 
he has enlisted. But when an array of the best is assembled it becomes 





* The Spread Eagle is also believed to be the only house journal of any kind to have an 
ABC certificate ; i.e. its circulation, 12,229 in the first half of 1956, is certified by the Audit 


Bureau of Circulations. 
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fairly clear that some of them at least are entirely by as well as for the staff. 

The staff man, as already noted, has the advantage of an intimate knowledge 
of his business; if to that he adds, as well as a proper combination of tact 
and independence, a feeling for print and lay-out, he has every chance of 
being a first-rate editor. 

For indeed it is hard to overestimate the importance of the magazine’s 
dress. It may be sober, it may be bright, it may or may not include colour 
pages, but it must be good, with the goodness that the layman, ignorant 
of print and display, recognizes without being able to define. The com- 
parison of one house journal with another, in this regard, can be illuminating. 
The prestige publications are on the whole of higher standard than the staff 
magazines: they are a smaller group, and one on which managements are 
perhaps more ready to spend lavishly. But many staff magazines are 
downright bad, and when one sets against such productions a good magazine 
—for example, any one of the magazines mentioned in this article (which 
it must be emphasized are but a small and arbitrary selection)—it is often 
surprising to see how similar they are in content. An article which in the 
bad magazine looks dull and unattractive could be scholarly in The Old 
Lady or intelligently attractive in The Shell Magazine. Often, of course, 
the bad magazine is dull as well as dull-looking: the editor lacks the inspira- 
tion which can attract good contributors, and he may not have even the 
knack necessary to every editor of being able to drill his less able contributors 
into competent English. But clothes do go far to make the magazine, and 
it is a pity to see good material ill-dressed. 

The best of contemporary house publications are far in advance of any- 
thing done before the war—and the best is quite plentiful. The occasional 
Bowater Papers, which takes for its material the whole wide field of paper 
in all its aspects—what is printed on it as well as what it is made of—and 
clothes it with an almost fabulous luxury, sets a standard that no other 
magazine has yet even sought to reach. But there are many others, less 
lavish but no less good; and the house editor who feels that he is falling 
too far short of the best should set himself to learn from them, rather than 
blame, as he probably will, his paucity of material. 

His own journal, perhaps the staff magazine of a quite small business, is 
not to be fairly compared with the best of prestige publications, in some of 
which distinguished specialists are encouraged to discuss their specialities; 
the level in all is far higher than he can aspire to. But in fact he and the 
most superior of prestige editors belong to the same family. He can join 
one or other association of house and industrial editors and hear, in con- 
ference and in conversation, how the successful editors have overcome the 
difficulties that are overcoming him; he can read his subject up; he can 
consult with his printer (if his printer is worth consulting with). And he 
can persuade his management that the house magazine, be it staff or prestige, 
is worth spending money on—set the appropriation beside welfare expendi- 
ture or advertizing, as the case may be, and see how small it is! Knowing 
how to do it is the first and more difficult essential; ally that with money 
in sufficient quantity and the combination is irresistible. 
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AMERICAN REVIEW 


HE American economy in mid- 
September was once more swing- 
ing rapidly towards new peak 
levels for production, employment and 
incomes following the brief setback of 
mid-summer—brought on not only by 
the steel strike but also by the wide- 
spread effort to make the holiday period 
a time to reassess the autumn sales 
prospect and clear off troublesome 
stocks. In its report covering trends 
in August, the Federal Reserve Board 
points out that industrial production 
(seasonally adjusted to the base of 
1947-49) had regained 141, the end- 
June point from which it had plummeted 
in July to 136. August output was 
thus no more than three points below 
the end-year peak of 144. In its opti- 
mistically toned survey, the Board notes 
that by early September the steel in- 
dustry was back to the record tonnage 
rates of last winter and early spring; 
and that in the equally vital motor 
industry dealers’ stocks of both new 
and used cars had been reduced below 
their corresponding levels for 1955. 
Weekly business indicators suggest 
further gains over a wide sector. 
Unquestionably, much of the present 
confidence in the outlook for the re- 
mainder of this year and at least for 
the first quarter of 1957 springs from 
the buoyancy of business investmént 
plans and projects—and business leaders 
have shown no disposition to amend 
their plans on account of Suez uncer- 
tainties. Estimated business expendi- 
tures on new plant and equipment in 
the second and third quarters reached 
annual rates of $34,500 millions and 
$36,300 millions respectively. ‘These 
were very slightly below earlier assess- 
ments, but the gain on the year will be 
very nearly one-quarter. While no firm 


1957 assessments are yet available, it js’ 
reported that larger capital projects are 
in sight for a wide range of manufac-: 
turing industry, including even the’ 
shaken automobile industry. 

New records are being set also by 
private industrial and other non-regi-” 
dential construction, which in mid- 
summer reached an annual rate of very” 
nearly $16,000 millions, or about 13 per” 
cent above the corresponding rate a 
year before and for average activity in” 
the whole of 1955. However, there is” 
some evidence that activity in this’ 
sector may be slackening a little. Resi- | 
dential construction continues at a: 
somewhat slackened pace, some 10 per 
cent below the adjusted annual rate of” 
$17,000 millions reached at this time’ 
last year. | 

A further bull point for the economy, » 
however, is that unfilled orders have” 
again been rising, though part of the7 
recovery has followed from the setback” 
in factory sales during mid-summer. © 
The backlog of orders for the durable ~ 
goods industries has been moving fairly ~ 
steadily to new heights since early 1955, © 
and is now at nearly $58,000 millions, ~ 
more than $10,000 millions up on the ~ 
year. New orders, however, have © 
shown no marked change in recent © 
months and are regarded in some quaf- ~ 
ters as somewhat disappointing. . 


Concern about Prices 


Meanwhile, the Reserve Board has © 
noted also that “‘ wholesale commodity ~ 
prices continued the increase that began ~ 
after the steel price increase in early 
August’’. The increases have not yet” 
been reflected in retail prices, though — 
these, too, have been edging higher. ~ 
Personal incomes reached a new peak 
of almost $325,000 millions in June. ~ 
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The credit trend has shown no 
essential change in the past month. 
The Reserve Board is holding to its 
policy of ‘‘ restraint ’’, which leaves the 
commercial banks vulnerable to vigorous 
open-market operations but which has 
not so far been used to jolt the pace of 
business expansion. ‘There is increasing 
evidence that new borrowers are being 
discouraged by the rise in interest rates, 
which has now taken yields on all 
grades of ‘Treasury maturities well 
above the “‘ panic ”’ levels of mid-1953; 
but despite the general increase in the 
prime loan rate from 33 to 4 per cent, 
business loans of the weekly reporting 
member banks have recently reached 


the new high point of $29,000 millions, 
marking a rise on the year of no less 
than $4,000 millions. 

Economic factors, therefore, should 
have provided a new upward turn for 
Wall Street during September. By 
that time, however, the Suez crisis had 
added its own influence to domestic 
political uncertainties, which included 
the preliminary election results from 
the State of Maine. ‘These suggested to 
Republican Party observers that their 
victory would be no more than a narrow 
one and were interpreted by Democrats 
as a fairly solid indication that Novem- 
ber would bring a new President to 


the White House. 


American Economic Indicators 


Production and Business: 

Industrial production (1947-49=100).. 
Gross private investment (billion $) .. 
New plant and equipment (billion $).. 
Construction (billion $) - re 
Housing starts .. = 

Business sales (billion $ 
Business stocks (billion $) 7” 
Merchandise exports (million $) 
Merchandise imports (million $) 


Employment and Wages: 
Non-farm employment (million) 
Unemployment (000s) .. 
Unemployment as °% labour force 
Hourly earnings (mfg) ($) 

Weekly earnings (mfg) ($) 


Prices: 


Moody commodity (1931 = 100) { 


Farm products (1947-49 =100) 
Industrial (1947-49 =100) 7 
Consumers’ index (1947-49 =100) 


High 


Low. 


Credit and Finance: 
Bank loans (billion $) 
Bank investments (billion $) . 
Bank loans (weekly) (billion $) 
Consumer credit (billion $) 
Treasury bill rate (°%) .. 
US Govt Bonds rate (°%) 
Money supply (billion $) 


1956 





1953 1954 1955 
May June July 


134 125 139 142 141 #136 
51.4 47.22 59.3 — 642 — 
28.4 26.8 28.7 — 34.5 36.3 
35.3 37.8 43.0 44.1 44.1 44.3 
1,103 1,220 1,328 108.0 104.0 101.0 
48.4 46.7 51.7 54.4 54.3 52.6 
80.3 76.9 82.1 85.2 85.6 85.7 
1,314 1,259 1,293 1,698 1,691 1,612 
906 851 948 1,090 1,032 1,050 


55.6* 54.7 56.5 58.1 58.6 58.9 
1,062* 3,230 2,654 2,608 2,927 2,833 

22° 30 48 3.8 4.2 4.1 
1.77 1.81 1.88 1.96 1.97 1.97 
71.69 71.86 76.52 79.0 79.2 78.8 


428 444 — \ ; 
399 402 _ ¢ 413 416° 414 
97.0 95.6 89.6 90.9 91.2 90.0 
114.0 114.5 117.0 121.7 121.5 121.4 
114.4 114.8 114.5 115.4 116.2 117.0 


67.6 82.8 86.0 
78.1 , 78.3 73.6 
23.4 , 26.7 27.8 
29.5 30. 36.2 36.6 
1.93 : 1.75 2.65 
3.16 2.70 2.94 3.03 

0.9 209.7 215.7 211.2 


i. oe 
Federal cash budget (+ or —) (mill $) -6,153 1,082 -740 4,531 


Notes—Latest figures are preliminary or 
estimated. Yearly figures are given for 
Private investment and equipment for 
1953-55 and then quarterly figures at annual 
rates. Construction figures show monthly 
averages 1953-55. Business sales and stocks, 
money supply, bank loans and consumer 


credit show amounts outstanding at the end 
of the period. Moody’s commodity index 
shows high and low 1953-55, and end-month 
levels. Weekly bank loans are derived from 
partial returns only. Budget figures are 
cash totals 1953-55 and then quarterly. 

* Old basis. 
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Indian Chessman, part of the set once owned by Clive 
of India 


Chequerboard of the Kast 


So many races. . . so many needs. . . so many markets extending over a vast 
area of the earth’s surface. And there The Chartered Bank operates with 
knowledge and experience sustained by more than a century of close and 
intimate contact. Branches of The Chartered Bank of India, Australia and 
China are established in most centres of commercial importance throughout 
Southern and South-East Asia and the Far East. At all these branches a complete 
banking service is available and, in particular, facilities are provided for 

the financing of international trade in co-operation with the Bank’s offices in 
London, Manchester and Liverpool, its agencies in New York and Hamburg 
and a world-wide range of banking correspondents. In London and 
Singapore the Bank is prepared to act as executor or trustee. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 


(Incorporated by Royal Charter, 1853) 


HEAD OFFICE : 38 BISHOPSGATE, LONDON, E.C.2. 
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Argentina 


WAGES DEADLOCK—The lack of progress 
in the negotiations between representa- 
tives of workers and employers to draw 
up new wage scales and improved pro- 
ductivity standards throughout Argen- 
tina is causing some concern, as it is 
feared that the absence of early agree- 
ment may lead to industrial strife at a 
time when the country’s economy is 
already under strain. 

OVERSEAS ASSETS FREED— [‘he central bank 
has released for repatriation funds on 
deposit in blocked accounts on July 31 
last in the names of foreign banks or 
their correspondents. A release has also 
been made of blocked accounts in the 
names of non-banking overseas holders, 
subject to a limit of transfer of 50,000 
pesos. It is estimated that altogether 
funds worth about 100 million pesos are 
affected by the freeings, comprising 
about 5 per cent of all blocked foreign 
balances. 

DEBT AGREEMENTS—An Argentine mission 
headed by Dr Delfino last month held 
discussions with several European 
Governments on the funding of Argen- 
tine commercial and government debts. 
An agreement in outline concluded with 
the United Kingdom authorities pro- 
vides for the repayment of Argentine 
liabilities to Britain estimated at {£25 
millions. Japan has been brought within 
the scope of the multilateral agreement 
covering Argentine trade with a wide 
range of European countries, and Argen- 
tina has agreed to repay its outstanding 
debt to Japan of $60 millions over a 
period of ten years. 

$75 MILLIONS EXPORT-IMPORT LOAN— 
Financial talks with the United States 
authorities have resulted in an agreement 
that will bring Argentina a $75 millions 
credit from the US Export - Import 


Bank to meet the cost of the rehabilita- 
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tion of the country’s railway system. 
The loan is for 20 to 25 years. 


Australia 


NO CHANGE BUDGET—The Budget state- 
ment for the year to June 30, 1957, gave 
no significant relief in taxation and held 
out no hope for an early easing of import 
restrictions. However, it made no sub- 
stantial further increases in_ taxation, 
merely confirming the measures taken in 
the “ Little Budget ” in March to damp 
down inflationary pressures by raising 
an additional {A115 millions of revenue 
per annum. Sir Arthur Fadden, the 
Federal ‘Treasurer, argued that although 
the immediate balance of payments 
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problem was difficult, on a longer view 
there was no need for despair. In its 
final form the Budget provides for a 
surplus of ordinary revenue over ex- 
penditure of £A109 millions, the whole 
of which will be devoted to financing 
Commonwealth capital spendings. 

The Federal Treasurer has agreed to 
look into the question of whether a 
decimal coinage should be introduced 
in Australia. 

Belgium 

BACK TO GoLD—The Finance Munister, 
M. Liebaert, has announced the Govern- 
ment’s intention to re-establish a formal 
relationship between the Belgian franc 
and gold. He declared that two Bills 
are to be submitted to Parliament to fix 
a minimum legal gold cover for the 
Belgian note issue and to determine the 
gold content of the Belgian franc. Since 
the devaluation of the Belgian franc in 
1949, the Belgian authorities have main- 
tained no statutory price for gold. 
BANKING REFORM ?——It has been reported 
that reforms in the Belgian banking 
system are to follow the publication of 
the annual report of the Belgian Banking 
Commission. They would have two 
main objectives. One would be to cur- 
tail the present ability of some of the 
country’s major industrial companies to 
influence the operations of the com- 
mercial banking system by virtue of 
their substantial holdings of bank shares. 
The other would be to clear the way for 
the creation of an efficient short-term 
money market. 


Canada 


HUGE TRADE GAP—The trade deficit in 
the first half of the year amounted to 
$548 millions compared with only $146 
millions in the first half of 1955. It is 
estimated that, allowing for the usual 
seasonal expansion in export earnings in 
the July-December period, the deficit for 
1956 as a whole may now come out at 
almost $900 millions. 

BOOM CONTINUES—Industrial production 
in June showed an increase of 8 per cent 
over June, 1955, and was an all-time 
record. The pace of economic expansion 
is now generally regarded as excessive, 
and attributable in large measure to 
American investment activity. 


China 


EXPORT DRIVE—The State Council of 
Communist China has ordered a drastic 
reorganization of industrial and trading 
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methods to improve quality, lower costs 
and help the export drive. It has been 
indicated that, to make it possible for 
export prices to be established at com- 
petitive levels, the State Economic 
Commission and the Ministry of Finance, 
acting 1n co-operation with the Export 
Department of the Ministry of Foreign 
Trade, will fix separate home and export 
prices for products that it is hoped to 
market abroad. 

The Japan-China Export-Import As- 
sociation has drawn up a plan for the 
multilateral clearing of barter transac- 
tions between Communist China and 
Japan, with the aim of stimulating trade 
between the two countries. 


Chile 


The US Export-Import Bank has 
granted two credits of a total value of 
US $28 millions for modernizing and 
expanding Chilean nitrate production. 


Egypt 

PAYMENTS PROBLEMS — Following the 
withdrawal of sterling facilities, the 
Egyptian authorities have been trying 
to make new arrangements for financing 
the country’s foreign trade. "Temporary 
agreements have been concluded with 
a number of Asian and Soviet bloc 
countries, providing for settlements in 
Swiss francs and other non-sterling 
currencies. 


Finland 


BOOST FOR “‘ INDEX ”? ACCOUNTS—Follow- 
ing the resumption of the rise in prices, 
there has been a sharp increase in the 
flow of money into index-linked deposit 
accounts. The total held on_ such 
accounts has recently been estimated at 
8,000 million Finmarks, compared with 
only about 300 million Finmarks at the 
beginning of the year. 

Finnish banking institutions launched 
the experiment in stimulating savings by 
providing depositors with protection 
against a fall in the purchasing power of 
money early in 1955; but owing to the 
relative stability of prices in Finland 
during the ensuing months, the response 
from the public was at first very feeble 
and the commercial banks and savings 
banks operating in Helsinki discontinued 
the scheme at the end of the year. But 
the Government and small provincial 
savings banks continued to offer an 
index link; and as the cost of living has 
now risen by the necessary 2 per cent 
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above its level prevailing when the plan 
came into operation, a first adjustment 
of the money value of older deposits 
was recently announced. 


France 


DISINFLATION ADVOCATED—A group of 
experts appointed by M. Ramadier, the 
Finance Minister, to examine the eco- 
nomic situation, has advocated immediate 
action to restrain inflationary pressures. 
The group emphasizes the need to avoid 
any general increase in wage rates, which 
last year outpaced increases in produc- 
tivity. It also urges the introduction of 
more foreign workers to ease the pressure 
on the labour market, larger imports of 
agricultural products to stem the rise in 
prices caused by the expansion in 
demand, the relaxation of import restric- 
tions for many categories of industrial 
consumer and capital goods, a stricter 
control of building activity, stricter 
credit control and measures to reduce 
the Budget deficit. 


Germany 


BANK RATE cUT—The Bank deutscher 
Laender has reduced its rediscount rate 
from 53 to 5 per cent, following the two 
increases (from 33 per cent) made in 
quick succession in the spring. ‘The 
change in official policy is attributed to 
indications that the investment boom is 
showing some signs of subsiding; but 
the official move has also been in response 
to the weakening in the tight money 
policy caused by the large inflow of 
foreign funds. 

FURTHER EXCHANGE FREEING—There has 
been a further relaxation of exchange 
restrictions. German residents are to be 
allowed to purchase foreign securities 
against payment in D-marks, to transact 
forward dealings on foreign stock ex- 
changes and to use hard currencies to 
pay for soft currency securities. In 
addition, permission has been extended 
to all German banks to deal in foreign 
currencies and open accounts abroad (a 
privilege formerly reserved for authorized 
banks). It has also been indicated that 
restrictions on the use of foreign cur- 
rencies for travel purposes will probably 
be abolished. 

The steel firm of August Thyssen 
Huette has taken a loan of $10 millions 
from the US Export-Import Bank at 
) per cent because it would have had to 
pay 9 per cent for accommodation in 
Germany. 
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- Hungary 

The Hungarian Minister for Foreign 
Trade has stated that the importance of 
Hungarian debts to foreign countries 
has been exaggerated, since they are 
not so large as to warrant “ special 
pessimism ”’, ‘The Government was 
worried not so much about the size of 
the debts as about their distribution. 
Most of the debts consisted of short-term 
credits with a relatively high rate of 
interest that had been raised to finance 
the import of raw materials. 


Iceland 


WAGE-PRICE FREEZE—TIhe new Prime 
Minister, Mr H. Jonasson, has an- 
nounced the Government’s decision to 
freeze wages and prices until the end of 
the year. He asserted that the Govern- 
ment had the backing of the trade 
unions for this step, which was intended 
to provide the country with a breathing 
space during which a solution for infla- 
tion and other economic prohlems could 
be worked out. 
India 


US COMMODITIES AID—An agreement has 
been reached with the United States 
under which surplus US farm produce 
to the value of $360 millions will be 
made available to India during the next 
three years. Of the rupee proceeds, 
Rs 260 millions will be handed to the 
Indian authorities as a free gift for 
financing economic development, another 
Rs 1,100 millions will be loaned to India 
on a long-term repayment basis, and 
Rs 343 millions will be retained by the 
US Government for various uses in 
India. 
EXPORT CREDITS ORGANIZATION ? — ‘The 
Government is examining a report by a 
special commission set up to prepare a 
scheme of export credit guarantees suit- 
able for Indian conditions. ‘The report 
advocated the introduction of such a 
scheme as soon as possible under the 
supervision of an export risks insurance 
corporation owned by the State. 

Mr T. Krishnamachari, Minister of 
Commerce, has been appointed Finance 
Minister in place of Mr Deshmukh. 


Indonesia 


IMF LOAN—The country’s external pay- 
ments position has continued to de- 
teriorate and the Government has made 
a purchase of $55 millions of US cur- 
rency from the International Monetary 
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The term ‘‘ character ’’ as applied to paper is as 
familiar as it is difficult to define. 

The dignity and authority imparted by any document owe 
much to the character of the paper used. 

First impressions are important. We re-act favourably 
to that which pleases us and resent, however 

vaguely, the incongruous and tawdry. 

In this age of compromise few things have escaped the 
challenge of cheap imitations and paper is no 
exception. But there is no real substitute for rag-based 
papers made to rigid specifications governing the 
strength, appearance and stability of the finished sheet. 
Such papers are guaranteed 
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“There is hardly anything in the world that 
some man cannot make a little worse 
and sell a little cheaper and the people 
who consider price only are this 
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Fund. It has also suspended the 
statutory rule requiring the central bank 
to keep a minimum 20 per cent cover 
of its current liabilities in gold and con- 
vertible currencies. 

GUARANTEE FOR INVESTORS— [he Govern- 
ment’s Bill to promote foreign invest- 
ment provides a guarantee to approved 
foreign industrial enterprises against the 
risk of nationalization for between 20 
and 30 years. Foreign capital may be 
invested in sectors except railways, tele- 
communications, domestic shipping and 
aviation, electric power, arms factories, 
atomic plants, “‘ small-scale ’’ industry 
and other enterprises usually operated 
bv Indonesians. The regulations are to 
apply to foreign capital invested after 
January 1, 1956. The position of foreign 
capital invested before that date will be 
decided by a special council. 


Iraq 


CENTRAL BANK CHANGES—The name of 
the National Bank of Iraq has been 
changed to the Central Bank of Iraq 
under the law governing central banking 
activities, which recently became effec- 
tive. Other provisions raise the author- 
ized capital of the bank to 15 million 
dinars and its reserves to 30 million 
dinars, exclude officials of other banks 
from the Board of Administration and 
stipulate that the bank shall play a more 
active part in credit control and fiscal 
operations. 


Irish Republic 


The Minister of Finance, Mr Sweet- 
man, has announced that the Govern- 
ment has acceded to a request from the 
Central Bank of Ireland for the inclusion 
of currency and securities of the United 
States in the list of assets in which the 
legal tender note fund of the bank can 
be held. He pointed out that this would 
enable the central bank to purchase any 
US dollars and American securities that 
private holders might offer for sale. 


Italy 


The World Bank has approved a 
second loan of $70 millions for financing 
the development of Southern Italy. 

The Italian Treasury Minister, Signor 
Medici, has described as unfounded 
reports that circulated widely on inter- 
national currency markets in August of 
impending reform of Italy’s currency. 
The reports had suggested that the 
Italian authorities were preparing a 
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technical revaluation, providing for the 
substitution of present lire currency by 
new currency on a one-for-a-hundred 
basis, with the object of raising sub- 
stantially the value of the country’s 
basic currency unit (the present lira is 
quoted at around 1,750 to the pound 
sterling). 


Japan 


SWITCH IN CREDIT POLICY ?—Indications 
that the increase in bank lending to 
industry since the beginning of the year 
may be helping to generate inflationary 
pressures have persuaded the Japanese 
authorities to reverse in some measure 
the easier money policy followed in the 
first half of the year. ‘The change in 
official policy has found its main expres- 
sion in the lowering of the ceiling for 
central bank advances to the commercial 
banks made at normal rates. Beyond the 
ceiling, banks are provided with accom- 
modation only if they pay penalty rates, 
ranging at present from 9.13 to 9.49 
per cent, compared with 8.40 to 8.76 
per cent for normal advances. 

STERLING TALKS—Discussions are being 
held with the United Kingdom authori- 
ties on trade and payments relations 
between Japan and the sterling area. 
The steep decline in Japan’s sterling 
balances that began in the second quarter 
of the year has recently slowed down, 
but the Japanese Government claims that 
the continuing tendency for Japan’s 
sterling spendings to exceed its earnings 
still warrants some further relaxation of 
sterling area import restrictions on 
Japanese goods. 


Malaya 


UK LOAN?—The Chief Minister of 
Malaya, Tengku Abdul Rahman, has 
announced that he will visit London 
during December to seek a loan for 
financing the Federation’s five-year 
development plan. It had been intended 
earlier to hold the talks in October, but 
details of the development plan could 
not be worked out in time. ‘The Minister 
has indicated that it is now possible that 
the amount of the loan that Malaya will 
request will be greater than the £234 
millions originally contemplated. 


Malta 


Arrangements have been made for 
temporary UK financial assistance to the 
island to cover its requirements pending 
the preparation of a report by a com- 





mission that is to make a_ thorough 
examination of Malta’s economic 
situation. 


Netherlands 


‘The Bank rate has been raised from 
3 to 3+ per cent. ‘The move was 
prompted partly to offset the outflow of 
funds to higher-interest centres abroad. 


New Zealand 


SQUEEZE REAFFIRMED— [‘he Reserve Bank 
affirms in its annual report that it intends 
to maintain the credit squeeze “ until 
monetary demand ceases to exert an 
upward thrust on prices and the ex- 
cessive pressure on labour, materials and 
the balance of payments has subsided ”’. 
The Bank contends that, especially in 
view of the increasing influence of 
Government spending in the country’s 
economy, monetary policy should not 
be expected to dampen demand and 
end inflation on its own but must be 
co-ordinated with a firm fiscal policy. 
EXTERNAL PAYMENTS SETBACK— [here has 
been some deterioration in the country’s 
external payments in recent months, and 
the earlier recovery in the reserves has 
been halted; the overseas short-term 
assets of the banking system now stand 
at about £100 millions. ‘Though the 
setback is believed to have been largely 
attributable to seasonal factors, it has 
caused some concern in official quarters. 
LONDON ISSUE SUCCESS—An issue of £5 
millions of Government stock on the 
London capital market last month was 
fully subscribed. It took the form of a 
54 per cent stock, 1978-82, offered 
at 963. 

The Government has sanctioned a 
proposal for holding an enquiry into the 
possibility of adopting a decimal coinage 
system. It was indicated that the decimal 
system was favoured by the Treasury. 


Nigeria 

BANK INQUIRY—The commission of in- 
quiry set up by the United Kingdom 
authorities to investigate the affairs of 
the African Continental Bank and its 
relations with the Prime Minister of the 
Eastern Region, Dr Azikiwe, began its 
hearings towards the end of August. The 
chairman of the Eastern Region Finance 
Corporation, Dr Mbanugo, asserted in his 
evidence that it was the Government’s 
intention that the bank should ultimately 
become a State institution. 


Pakistan 


NEW PREMIER—A new political crisis 
developed in the first half of September 
following the decision of the Prime 
Minister, Mr Mohamad Ali, to dissolve 
his Government after clashing with his 
Party, the Muslim League. When Mr 
Ali refused to reconstitute his Ministry, 
the President asked opposition groups to 
co-operate in forming an administration. 
The new premier is Mr Suhrawardy. 


Saudi Arabia 


b 


““ TAPLINE ’? PROFITS AGREEMENT — The 
Governments of Lebanon, Jordan, Syria 
and Saudi Arabia have accepted an offer 
by the American ‘T'apline Company of 
half the profit made on the transport of 
oil from Saudi Arabia to the Mediter- 
ranean through the pipeline. Jordan, 
Syria and the Lebanon have submitted 
a proposal to Saudi Arabia that this sum 
should be divided equally between the 
four countries. 


South Africa 


FREER CAR IMPORTS—T'he Minister of 
Economic Affairs, Mr Van Rhijn, has 
announced the Government’s intention 
to grant permits for imports of motor 
cars more freely in 1957, in order to ease 
the present shortage of cars in the Union. 
He hinted that there might also be some 
relaxation of import restrictions for other 
goods after a careful scrutiny of the 
import list has been completed. 

THREAT TO GOLD MINES ?—The Finance 
Minister, Mr J. F. Naudé, has forecast 
that unless South Africa can get higher 
prices for its gold seventeen mines in the 
Union will ‘‘ almost certainly have to 
close down, involving a loss of £45 
millions of gold per annum’”’. ‘The 
Minister made this statement while 
en route for the annual meeting of the 
International Monetary Fund in Wash- 
ington, at which he is to continue the 
Union’s campaign for an increase in the 
dollar price of gold. 

The President of the South African 
Chamber of Mines, Mr C. B. Anderson, 
has since announced that the position oi 
the seventeen mines most vulnerable to 
any further rise in working costs is being 
investigated by the mining industry and 
the Department of Mines. He added 
that he was sure that Mr Naude did not 
intend to convey that the mines would 
close immediately and pointed out that 
many of them on present expectations 
had many years of life ahead. 
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Tangier 


INCORPORATION IN MOROCCO ?—An inter- 
national conference to consider the future 
status of Tangier is to be held at Fedhala 
in Morocco this month. ‘The talks will 
be attended by representatives of 
Morocco, France, Spain, Britain, the 
United States, Italy, Belgium, Holland 
and Portugal. Following the establish- 
ment of Morocco as an independent 
State, it has been suggested that ‘Tangier, 
which has been under the control of an 
international administration since the 
early years of the century, should be 
incorporated in Morocco. The Moroccan 
authorities have, however, indicated that 
they might be willing to allow the terri- 
tory certain privileges that would enable 
it to continue to operate as an inter- 
national financial centre and free port. 


Turkey 


CREDIT POLICY ROW — The _ Finance 
Minister, Mr Nedim Okmen, has re- 
signed as a result of a disagreement with 
other members of the Government over 





credit restrictions. He had insisted that 
Turkey should continue to operate a 
tight money policy to aid the elimination 
of inflationary pressures. The Minister 
of Commerce, however, pressed for a 
relaxation of restrictions on bank lending 
in order to enable the banking system 
to play its part in speeding up the 
Government’s industrialization pro- 
gramme; and the Prime Minister ap- 
proved the Commerce Minister’s stand. 
STATE IMPORTING MONOPOLY ? — The 
Minister of Commerce has announced 
a plan for transferring gradually to a 
State agency responsibility for pur- 
chasing all goods ‘Turkey buys from 
abroad. He asserted that the present 
arrangements for exchange allocation 
were unsound, being a legacy of the 
‘“former liberal trade policy period’’. 


Yugoslavia 


The Government has taken a first step 
towards the decentralization of the bank- 
ing system: it has set up the Yugoslav 
Investment Bank, with a head office in 
Belgrade and 24 branch offices. 





CORRESPONDENCE 


‘*What Next in the Mortgage Market ? ”’ 


Sir.—In the informative article by 
Mr Harold Cowen on ‘‘ What Next in 
the Mortgage Market ?’’, he refers at 
page 561 to the financial difficulties 
experienced in West Ham in the “ early 
thirties ’’. Whilst one would agree that 
default by any single local authority is 
unthinkable, lenders do exercise a definite 
choice and the resurrection of this bogy 
could be disadvantageous to the County 
Borough of West Ham in their effoits to 
finance their heavy capital commitments 
following the terrible devastation experi- 
enced in the last war. 

It should be pointed out— 

That the West Ham referred to 
was the West Ham Board of 
Guardians which comprised not 
only the County Borough of West 
Ham but also included the County 
Borough of East Ham, the present 
Boroughs of Leyton, Waltham- 
stow and part of the Borough of 
Wanstead and Woodford. 
(b) The appointment of the Com- 
mission occurred in 1926 and not 
in the “ early ’thirties ”’, by which 
time the Board of Guardians had, 


— 


(a 





under the Local Government Act, 
1929, ceased to exist. 

(c) ‘The difficulties arose out of the re- 
fusal by the Government to make 
any further recommendation to the 
** Goschen ”’ Committee for finan- 
cial assistance to the Board of 
Guardians whilst the Board refused 
to make any modification in their 
scale of out-relief. 

You will appreciate therefore that it 
was not financial difficulties of the kind 
visualized by your contributor which 
led to the appointment of the Govern- 
ment Commission, nor was it the County 
Borough of West Ham that was involved. 
In our loan transactions we still receive 
a very occasional reference to the diffi- 
culties of the old Board of Guardians 
and I am anxious that the experiences of 
those days, which had nothing to do 
with the County Borough of West Ham, 
do not continue to prejudice the Council 
in their present efforts to raise capital 
moneys.—Yours faithfully, 

H. Hayvuow, Treasurer, 
County Borough of West Ham 
September +3, 1956 





APPOINTMENTS AND RETIREMENTS 


Barclays Bank—Mr John Thomsen has 
been elected a vice-chairman of the board 
on the resignation of Mr Anthony Charles 
Barnes, who is continuing as a director and 
deputy chairman of Barclays Bank DCO. 
The Hon George William Dawnay has 
been appointed a director. Head Office, 
Advance Dept: Mr J. Slater from Wardour 
St to be a controller of advances; Inspection 
Dept: Mr J. Nightingale to be district 
inspector, Penzance inspection district, on 
retirement of Mr Harwood; Mr D. Mang- 
ham from Chichester to be an inspector. 
Local Head Office, Nottingham district: Mr 
‘T. H. Bevan from Leeds to be local directors’ 
assistant. London—Cheam: Mr J. E. Bot- 
tomley to be manager; East Ham, Town 
Hall: Mr J. C. Thomas from Walthamstow 
to be manager on retirement of Mr Knight; 
Essex Rd: Mr J. E. Davies from Spitalfields 
to be manager; Friern Barnet: Mr R. M. 
Davison from Oxford Circus to be manager; 
Norbury and Pollardshill: Mr 1. James from 
Friern Barnet to be manager on retirement 
of Mr Glanvill; Stamford Hill Broadway: 
Mr F. H. Stark from Essex Rd to be 
manager on retirement of Mr Lowry; 
Walthamstow, Wood St: Mr H. J. Evans 
from Hackney to be manager; Worcester 
Park: Mr F. H. Clark from Marble Arch 
to be manager on retirement of Mr Baker. 
Birmingham, Frederick St: Mr R. L. Law- 
rence from Bordesley, Birmingham, to be 
manager on retirement of Mr Lee. Burm- 
ingham, King’s Heath: Mr C. F. Atkinson 
from Broad St to be manager on retirement 
of Mr Bond. Blyth: Mr E. B. Fawcett 
from Newcastle upon ‘Tyne to be manager 
in succession to the late Mr ‘Trueman. 
District Bank—Mr F. A. Rushton, joint 
general manager for the past seven years, 
has been appointed deputy chief general 
manager, and Mr H. |. Higginbottom, who 
has served in London since 1946 and as 
general manager there since 1954, has been 
appointed joint genera! manager at Head 
Office, Manchester. Nir Keith Ashton has 
also been appointed joint general manager 
on the retirement of Mr J. L. Riley. Mr 
Higginbottom is succeeded as_ general 
manager (London) by Mr J. F. Walker, 
formerly deputy general manager there. 

Lloyds Bank—London—FEaling: Mr L. S. 
d’O Dewing from head office to be manager; 
Holborn Circus: Mr E. R. Barrett from 
Piccadilly to be manager; Piccadilly: Mr 
E. W. Gaman from head office to be 
assistant manager. JDzustrict office, South 
Wales: Mr J. J. ‘Thomas from Chichester 
to be district manager’s assistant. Durham: 
Mr G. H. Grimwood from Woodbridge to 
be manager on retirement of Mr Parkinson. 
Greenford: Mr H. F. Morgan from Finchley 
to be manager. Maidenhead: Mr E. J. 


Furley from staff college to be manager on 
retirement of Mr Jupp. Watford: Mr 
C. R. Read from Greenford to be manager 
on retirement of Mr R. J. Trevitt. Wood- 
bridge: Mr W. L. Ambrose to be manager. 
Martins Bank—Mr W. H. T. Laidlaw to 
be assistant general manager (administra- 
tion). Mr T. I. Bond from Lombard St 
to be chief accountant of the bank in suc- 
cession to Mr Laidlaw. London—District 
office: Mr J. G. Potter to be inspector; 
Ludgate Circus: Mr A. H. Lowe from Moor- 
gate to be manager; Moorgate: Mr F. H. J. 
Pattenden from Dartford to be manager. 
Birkenhead, Charing Cross: Mr N. E. Leach 
from Birkenhead to be manager. 
Midland Bank-—Head Office: Mr C. W. 
Linton from Poultry and Princes St to be a 
general manager’s assistant; Mr K. Mal- 
colm from Birmingham, New St, to be a 
superintendent of branches in succession to 
Mr Cave. London—East Ham: Mr G. R. 
Jones from 431 Oxford St to be manager on 
retirement of Mr Gibbs; Richmond: Mr 
C. R. Spincer from Walton-on-Thames to 
be manager on retirement of Mr Florance; 
Walton-on-Thames: Mr G. E. Harding from 
Bristol to be manager in succession to Mr 
Spincer. Barton-on-Humber: Mr H. H. 
Smith to be manager on retirement of Mr 
Love. Bristol, Brislington: Mr J. Hughes 
to be manager in succession to Mr Harding. 
Hull, Princes Ave: Mr R. Williamson from 
Selby to be manager on retirement of Mr 
Smith. Porth: Mr D. G. Williams from 
Newport to be manager on retirement of 
Mr Jarvis. 

National Provincial Bank—Head Office: 
Mr J. E. Ainsworth to bea joint chief control- 
ler, advance dept. Overseas branch: Mr F. E. 
A. Dubois to be manager’s assistant in addit- 
ion to head of Bill dept; Mr J. E. Frazer to be 
manager’s assistant. London—Piccadilly: Mr 
L. G. Hunt to be sole manager on retire- 
ment of Mr Chittleburgh; Mr S. F. Jackson 
to be deputy manager; Mr F. H. Webber 
to be assistant manager. Bishop Auckland: 
Mr A. F. Wardale from North Shields to 
be manager on retirement of Mr Peskett. 
Toronto-Dominion Bank—Mr W. H. 
Browning from Montreal to be _ special 
representative to the London branch in 
succession to Mr R. J. Fox who has returned 
to Toronto as assistant general manager at 
head office. 

Westminster Bank—London—Hampstead 
Heath: Mr G. E. S. Saunders from Knights- 
bridge to be manager; Lower Sloane St: 
Mr R. C. Hyslop from Hampstead Heath to 
be manager; Mornington Cres: Mr N. F. 
Rice from Camden Town to be manager on 
retirement of Mr Wallis. Haywards Heath: 
Mr E. N. Drake from Chichester to be 
manager on retirement of Mr Mytton. 
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(£ millions, except for italicized figures, which show percentages of gross deposits) 








Trend of * Risk ’’ Assets 





BANKING STATISTICS 














Change on Change 
1955 1956 latest on 
Aug June July Aug month year 
Barclays: 
Advances 419.2 380.1 371.3 375.4 - 4.1 — 43.8 
oO” 30.5 28 .4 27.5 27.6 
Investments 463.9 445.6 465.6 465.7 - 0.1 1.8 
33.7 IZ. FZ 34.5 34.2 
Lloyds: 
Advances 358.2 348.9 347.6 349.5 » £9 - $8.7 
o/ 31.2 30.7 30.8 30.8 
Investments 382.4 356.4 361.8 366.9 5.1 —- 15.5 
o/ 33.3 3.3 32.0 Sed 
Midland: 
Advances 446.7 420.7 412.3 415.5 os — 31.2 
o/ Cs 30.4 30.5 30.4 
Investments 490.0 462.3 462.3 402.1 — 60.2 - $7.9 
of - 35.4 33.4 34.1 29.4 
National Provincial: 
Advances 288 .4 278.5 areid 258.0 —13.1 — 30.4 
O/ 55.5 36.5 35.7 33.6 
Investments 226.0 211.6 211.6 211.8 0.2 —- 14.2 
oO” 27.8 27.7 a7 .9 27.6 
Westminster: 
Advances 286.7 270.1 258.2 258.5 0 3 — 28.2 
of 34.7 a.3 Sat 31.4 
Investments 264.7 249.3 249 .3 227.5 —21 8 — 37.2 
of 32.0 30.9 31.0 7 Pe | 
District: 
Advances 73.3 69.3 66.1 65.6 - 0.5 -— ae 
of 30.7 30.3 28.7 28.8 
Investments 80.5 73.1 73.1 73.1 ~—- —- 7.4 
of 33.8 32.0 31.8 32.1 
Martins: 
Advances 104.7 91.2 88.1 91.2 » — 13.5 
2 35.3 30.1 29.9 30.5 
Investments 87.4 80.9 85.2 85.4 0.2 - 2.0 
A ne a 29.5 26.7 28.9 28 .6 
Eleven Clearing Banks: 
Advances a 2,104.8 1,975.0 1,929.8 1,930.3 0.5 — 174.5 
A 32.9 31.5 30.9 30.6 é 
Investments 2,082.0 1,962.8 1,993.0 1,918.1 74+.9 —~ 163.9 
, Re 31.3 31.9 30.4 
Trend of Bank Liquidity* 
1955 1956 
Mar June July Aug Dec Feb Mar May June July Aug 
% % % ‘Yo % % % % % % % 
Barclays -. aoe 2 32.2 23.3 27:9 2. So. 28 BF. 2.8 se8 
Lloyds -. wack OO 21.6 228. 228 Fas ae ae ae See ee 
Midland .. aed 2.5 D6 2.5 8.2 32.8 3.8 31:9 Ba.8 22.2 2.8 
National Prov mt ane Bat et Ae 2 Se [6 ae eee ee ee 
Westminster... 29.7 28.1 29.1 30.1 36.3 34.7 33.1 32.4 31.3 33.7 37.2 
District -. Beve wee 22.8 2.7 2 es | ae ae ee ee he 
Martins . aes Bae Bt B8-4 Bee Be Beis we. eee ae hee 
All Clearing 
Banks 29.9 30.1 31.3 32.0 37.4 34.3 33.1 33.2 33.5 34.4 35.6 


* Cash, call money and bills shown as percentage of gross deposits. 
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Banking Trends since World War I* 


Net Liquid Invest- Combined 

Averages Deposits Assets Ratiof ‘TDRs ments Advances. Ratiot 
of Months: {mn {mn % {mn {mn % 
1921 sa 680 325 833 

1922 - 658 391 750 

1923 a 581 5 356 761 

1924 ha 545 7 341 808 

1925 a 539 286 856 

1926 a 5 2 265 892 

1927 a 55 254 928 

1928 a : i 254 948 

1929 ws 257 991 

1930 ey ; 258 962 


1931 - ; 919 
1932 we : 3 844 
1933 - 759 
1934 7 : : 753 
1935 i 5 769 
1936 Ka 839 
1936 - 865 
1937 “ 5 — : 954 
1938 - ‘ 976 


1939 ae 991 
1940 os ; 785 955 
1941 - 676 858 
1942 - 712 797 
1943 ‘< 99 723 747 
1944 sie 788 5 750 
1945 ee 55 886 5 768 


1946 is 1,280 : : 888 
1947 - i 1,646 1,107 


1948 on 5,7 1,703 1,320 
1949 sa 1,920 1,440 
1950 tl : 2,345 : 1,603 
1951 = ): 2,308 1,822 
1952 ak § 2,097 1,838 
1953 rm : 2,201 1,731 
1954 ca 2,190 : 1,804 
1955 ot 2,098 : , 2,019 
1951: 

Oct = 2,423 39.1 555 1,897 

Nov Kil 1,981 32.0 1,925 
1955: 

Aug 7 2,052 32.0 ,( 2,105 
1956: 

May ois 2,042 33.2 1,910 

June i 2,109 33.5 — 1,975 

July - 2,146 34.4 — 1,930 

Aug ‘<a 2,240 35.6 — 1,930 

* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 

Tt Ratios to gross deposits, i.e. including items in course of collection. 


Floating Debt 

Sept 17, Aug 25, Sept 1, Sept 8, Sept 15, 

1955 1956 1956 1956 1956 

Ways and Means Advances: {mn {mn {mn {mn 

Bank of England ee -— 1.8 — 
Public Departments... 57. 228.5 235.9 256.8 

Treasury Bills: 

Tender .. a a : , 3,480.0 3,510.0 3,540.0 
Tap ig - es 346. 1,322.4 1,324.9 


— 
—_———_ 





—_——____ 


5,038.8 5,070.1 5,121.7 


— 
—————— 
_———--- - -——_—_ -_ —_ — — 
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1948-49 
1949-50 
1950-51 
1951-52 
1952-53 
1953-54 
1954-55 
1955-56 .. 
1955-56 
April-July 
August. 
1956-57 
April-July 
August 


| +19. 


Savings 
Certi- 
ficates 
(net) 
— 7 
— 23 
—- § 


+20. 
+19. 
+45. 
+20. 


CWO MOUAR 


+12. 
+ 0. 


- 25 
+31 


Pp CO 


Defence 


Bonds 
(net) 
— 6. 
—18. 
- 20. 
- 14. 
—11 
+ 0. 
+50. 


WOWWNITIA > 


NO 


t+ 5.7 
+ 0.5 


National Savings 
(£ mn) 


Total 
Small 


Savings 
Banks 
(net) 
102. 
100. 


+26.8 
- 71.7 
- 90.9 
- 85.2 
-122.1 
- 60.0 
+89.5 
- 32.7 


+ 
PUWAW UC 


9.6 
- 9.8 


a On 


_ - 26.3 
- 11.2 


8 
3 
“a 
-- 
6 
4 
6 


20. 
+20.7 _ 


Accrued Defence 
Interest 
(net) 


Bond 
Maturity 
8  -52.1 
- 0.9 


5 


—26.8 
4 -1.2 


Change 
in Total 
Remain- 
ing In- 
vested* 
+59.5 
+24.2 
+ 4.1 
— 36.5 
—- 73.4 
- 12.2 
+120.8 


— 30.0 
+25.0 


Total 
Remain- 
ing In- 
vested 
6,101.9 
6,126.7 
6,130.8 
6,094.3 


6,114. 


* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 





Britain’s Gold and Dollar Reserves 
(Millions of US dollars) 


Net Gold and Dollar 
Surplus (+) or Deficit (—) 





Financed by: 
Reserves 








Years and 
Quarters 


1946.. 
1947.. 


With 
EPU* 


With 
Other 
Areas 


Net 
Surplus 
or 
Deficit 
— 908 


Ameri- 
can 


Aid 


Special 
Payments 
and 
Creditst 
+1123 


Change 
in 
Reserves 


+3513 


at End 
of Period 


2696 
2079 


1856 
1688 
3300 
2335 
1846 
2518 
2762 
2120 


805 
168 

45 
176 
181 
181 
400 
181 


1948.. 
1949.. 
1950. . 
1951.. 
1952. . 
B9os.. 
1954.. 
1955.. 


1955: 


+791 
— 876 


2667 
2680 
2345 
2120 


13 
335 
- 225 


32 
345 
54 


II 

III 

IV 
1956: 


January 
February 


March 
I i. + 140 





2149 
2210 
2277 


— 


2277 
2328 
2369 
2385 


2385 
July - 19 + 30 + 11 - 7 + 20 2405 
August —- 51 —- 68 — 119 — 14 — 129 2276 
* Portion of deficit or surplus settled in gold (in month following each accounting period). 
+ Payments comprise annual service charges on the US and Canadian loans in each 

December from 1951 to 1955; also, initial payment of $59 mns on funding of EPU debt and 

repayment of $112 mns to IMF in 1954, and further $7 mns on EPU funding in July, 

1955; and $14 mns to IFC in August last. Credits comprised $4,909 mns in 1946 from 

US and Canadian loans; $420 mns from IMF in 1947-49; and $325 mns from S. African 

gold loan of 1948. 
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+ 2 
+ 61 
+ 67 


+ 157 


23 
55 
62 


+ 51 
+ 41 
+ 16 


—_——-—_—_— 


+ 108 


April + 47 
May ‘is + 38 
June en + 14 


II + 99 
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‘ UNLOP 
> £D 
ca 
0 
» | FORT 
" 1 », { ay ye { 
» # motoring’s greatest 
0 
nt . ’ 
tyre value... 

THE DUNLOP FORT has long 

been established as the best value in 

tyre safety, tyre reliability, tyre life. 
es The new Dunlop Fort is designed and 
d built to the same high standard of 
od quality but _has the added advantage of 


the “Triple-cut’’ tread, a feature which 
makes for even greater safety, increased 
road holding, more silence on the 
road, longer and more even wear. 

For modern motoring conditions there 
is no better tyre and it is well worth 
the little extra it costs. 
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AN ANNOUNCEMENT BY 


CAMP BIRD LIMITED 


TO MALAYAN TIN SHARE INVESTORS 


N ORDER to prevent undue speculation and rumours concerning CAMP BIRD and the MALAYAN 
TIN MINING COMPANIES listed below, the CAMP BIRD Directors wish to announce as widely 
as possible our intention to lay before investors in these companies our proposals for the consolidation 

of the many interests involved, OUR OFFICIAL OFFERS TO SHAREHOLDERS IN THE INDI. 

VIDUAL COMPANIES WILL BE CIRCULATED IN DUE COURSE. 

Our REASONS for making these proposals, and the METHOD whereby we propose to implement 
them, are given below. May I ask all interested shareholders to study these facts most carefully ? 


BACKGROUND 


THERE are now three major European-controlled tin mining groups in Malaya: The London Tin 
Corporation Ltd., British Tin Investment Corporation Ltd., and the * Tronoh ” Group. 

However, 18 tin mines listed below are financially separate companies, although some have inter- 
locking boards of directors, and some have a common administration and management. Operational 
management, however, is carried out by professional management concerns in Malaya, under contract 
to but not owned by the tin companies, 

IT IS THESE 18 MINES, WHICH CONSOLIDATED WOULD FORM A NEW, LARGE AND 
STRONG TIN MINING GROUP, WHICH ARE THE SUBJECT OF OUR PROPOSALS. 


It is our belief that unless steps are taken to consolidate these individual companies, with their 
large unemployed cash reserves, and to bring them into a common financial group, we shall see very 
soon a series of despairing liquidations of these tin mining properties in Malaya, which may easily lead 
to the ruin and total loss of a great and profitable industry to the British investor. 

The companies with which we are concerned have amassed liquid assets totalling over £2,250,000. 
These are not being remuneratively employed. 

To-day, because of the extremely low market price of tin shares, there is an increased attraction to 
persons looking for a short-term capital profit by demanding the liquidation of these companies. The appeal 
to shareholders to secure capital repayments is also strong when no constructive alternative employment of 
stagnant assets is put forward. 

However, it is the experience of the Camp Bird Directors that shareholders do not seek capital 
repayments—and the consequent problem of re-investment—when management invests their money 
with skill and dynamism. In illustration, Camp Bird shareholders recently refused a capital repayment 
of 9s. per share, and in the past few weeks have applied for more than 2 million new shares in a rights 
issue involving the issue of only 1,377,000 shares. 

The purpose of this Notice is to lay before investors the constructive alternative to the threatened series 
of liquidation and waste of assets. 















































STATISTICS 


The estimated life of the tin mining properties concerned varies from two years to 45 years. Other 
available areas are held which have not yet been fully explored. 

It should be realised that we are discussing one of the largest mining industries in the world, currently 
enjoying high profitability. This is not some collection of worked-out properties. 

The aggregate statistical picture of the 18 companies in question shows the following: 












—. we On basis of latest published Accounts 
Of Snares Nett Cash and Gross Yield on 
at 13th Sept., 1956 Quoted Investments Dividends | Market Price 
| £4,400,000 | £2,250,000 £900,000 | 20.4% 

If the above net cash and quoted investments are put to active use, earnings will be substantially 
increased. Until this is done, however, it is not surprising that the liquidation threat overhangs these 
companies. 































PROPOSALS 


CAMP BIRD proposes a more constructive solution to what is, after all, a PROBLEM OF 
PROSPERITY AND HIGH EARNINGS, not the liquidation of a bankrupt industry. 


Three essential demands of the situation are: 

1. That the surplus liquid assets held in London by the tin companies be invested in Western 
Hemisphere industrial and other fields (not excluding the dollar area) so that investors are no longer 
dependent entirely on the fate of the Malayan tin industry. ; 

2, That the operating tin mining companies shall be domiciled in Malaya; and that, after allow 

for suitable dividends and the repatriation of original capital, future surplus profits shall be invest 

in Malaya, in developing either the tin mining industry or other Malayan commercial and industrial 
developments. These changes will bring a closer integration of the companies concerned in the # ..... 

Malayan economy and make available new investment opportunities for investors resident 

I lp? cau ie nee Ga a el ip ee toe igs et en Gn a yl ba ls en 






























3, That the individual companies shall be grouped into a single powerful company, with finances centralised 
and cash assets fully employed. 








METHOD 


The following is our proposal for meeting the above situation: 

CAMP BIRD proposes to offer its own Shares in exchange for shares in the tin mining companies, 
on an equitable basis, subject to 75% or more acceptance by shareholders of the individual companies. 

It is intended to approach formally the directors of these tin companies forthwith. 












ADVANTAGES TO SHAREHOLDERS 


1 CAN summarise the benefits which this consolidation will bring to investors in these Malayan tin 
anies. 
ae A more realistic market valuation for your investment. 
* By holding Camp Bird shares you will enjoy maximum profits from the tin companies, and also 
the greater security provided by a wider diversification of investment. 
* Increased overall earnings following the re-investment of surplus funds in Western Hemisphere 
interests, and the proposed redeployment of surplus profits arising in Malaya in future. 
* Upon domiciling the operating tin mining companies in Malaya, we can expect these companies 
to be able to pay higher dividends than now possible, because of the current taxation basis in 
Malaya. 


ADVANTAGES TO THE TIN MINING INDUSTRY 


THESE are technical factors of importance to the industry itself—but which nevertheless are likely 
to result in immediate and direct benefits to shareholders: 

Substantial economies in the U.K. direction and administration. 

Prestige as one of the largest tin mining groups in the world. 

Ability to afford and employ the highest standard of direction, management and mining technology. 
Diversification of interests through re-investment of future surpluses in Malaya. 

Power to negotiate with the Malayan authorities with a single voice as to the conduct of the 
existing and the future development of the tin mining industry. 


CONCLUSION 
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Investors in CAMP BIRD can expect to enjoy an exceptionally high rate of income from the 
0 consolidated tin mining properties. 
al It should be possible, with proper management, fully to employ the combined assets of these 18 tin 
of mining companies so that the stock market values reflect their earning capacity. 

We believe you will recognise the merits of these proposals and will give us your support, and I 
al would welcome the comments of any shareholders of the following companies: 
4 Chenderiang Tin Dredging, Ltd. Meru Tin, Ltd. 
nt Gopeng Consolidated, Ltd. Pengkalen, Ltd. 
is Hongkong Tin, Ltd. Rambutan, Ltd. 

Ipoh Tin Dredging, Ltd. The Renong Tin Dredging Co., Ltd. 
eS Kent (F.M.S.) Tin Dredging, Ltd. Selayang Tin Dredging, Ltd. 

Killinghall Tin, Ltd. Sungei Kinta Tin Dredging, Ltd. 

Kinta Kellas Tin Dredging Co., Ltd. Tanjong Tin Dredging, Ltd. 

The Kinta Tin Mines, Ltd. Tekka, Ltd. 

Malaysiam Tin, Ltd. Temoh Tin Dredging, Ltd. 
a Yours sincerely, 
CAMP BIRD LIMITED JOHN DALGLEISH, 
uy 9A Mount Street Chairman 

London, W.1 
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COMPASS 
FoR THE SOUTH-WEST PACIFIC 


To a large extent, the navigator’s success is dependent on the accuracy of his 
instruments and information. 

No less does this apply to the banker planning to meet the needs of customers 
having business overseas. In the South-West Pacific, you can rely on the services of 
the Bank of New South Wales—the most experienced and most widely-represented 
commercial bank in the area. The Bank of New South Wales offers a complete 


banking service at over 950 points in Australia, New Zealand, Fiji, Papua and 
New Guinea. 


BANK OF NEW SOUTH WALES ~ 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 


MAIN LONDON OFFICE: 
29 Threadneedle Street, E.C.2 
D. J. M. Frazer, Manager 


HEAD OFFICE: SYDNEY, AUSTRALIA 
British and Foreign Department 
Manager—John W. McEwen 

(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
GBS JOYF 
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LONDON BRANCH: 
4 COPTHALL COURT, LONDON, E.C.2, ENGLAND TEL.: MONarch 0196-7 
NEW YORK AGENCY: 
149 BROADWAY, NEW YORK 6, N.Y., U.S.A. TEL.: WORTH 2-6830, 6831 
KARACHI REPRESENTATIVE OFFICE: 
NO. 106 QAMAR HOUSE, BUNDER ROAD, KARACHI, PAKISTAN 


THE SUMITOMO BANK (CALIFORNIA) 


HEAD OFFICE: 440 MONTGOMERY STREET, SAN FRANCISCO, CALIF., U.S.A. 
TEL.: EXBROOK 2-1960 
LOS ANGELES BRANCH: 101 SOUTH SAN PEDRO STREET, LOS ANGELBS, 
CALIF., U.S.A. TEL.: MISHIGAN 4911 
SACRAMENTO BRANCH: 1400 4TH STREET, SACRAMENTO, CALE, USA 
TEL.: GILBERT 3-4911, 4912 
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